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The Cantonal Banks - a Swiss Banking Group

The group of Cantonal Banks comprises 24 institutions, managed in accordance with

distinguishable business principles — stability, quality and customer proximity.

They are present throughout Switzerland with their extensive
network offering a wide range of products and services. They
are owned - partly 100%, partly majority shareholders — by
the cantons. As a banking group they play a leading role in
the Swiss banking system.

Stable and competitive in an environment

of economic change

The banking industry worldwide is undergoing a transforma-
tion like almost no other sector: structures, processes and
services are changing. Current market trends and new tech-
nologies require changes to be made on an ongoing basis.
The Swiss banking scene is no exception. Against this back-
drop, the Cantonal Banks have become a stabilising element.
They are a traditional banking group whose business policies
are geared to the long term. Moreover, they consciously
emphasise long-standing, trust-based partnerships with their
clients. Continuity, local roots, a client focus and a down-to-
earth approach are the key elements of the group’s identity.

They also address the challenge of adapting to and analys-
ing new circumstances and implementing the necessary pro-
cesses. The Cantonal Banks have met this challenge even in
difficult operating conditions, and they know how to exploit
opportunities that the market presents.

The Cantonal Banks directly compete with other banks and
banking groups, and are subject to the same banking regula-
tions as all other Swiss banks. They operate mostly in Switzer-
land (over 90 %, taking the group as a whole). They account
for approximately 30% of the total assets of all Swiss-domiciled
banks, and the market share of their domestic operations is
about one third, depending on the business area. As one of
the most important providers of banking services in Switzer-
land, they are strongly positioned both locally and nationally.



Regional positioning and customer focus:

two special strengths

The Cantonal Banks offer an extensive range of products and
services. Their main areas of business are loans to small and
medium-sized companies and retail banking, particularly
mortgages. They have large market shares in these sectors,
and many of them are market leaders in their region. Recently,
the Cantonal Banks have also made a name for themselves
as competent partners in the investment sector. Focussing

on business in their respective cantons, the Cantonal Banks
have specialist knowledge of the regional markets, thus
enabling them to accommodate the specific needs of their
clientele. With their extensive network of branches and local
roots, they are the «bank just around the corner». Customers
from both rural and urban areas thus have easy access to
banking services at any time. The Cantonal Banks boast
quick decision-making and personalised service by motivated
employees who can guarantee continuity. With their online
banking services, they can attend to customers’ needs around
the clock, no matter what the local circumstances might be.

Solid partnerships with SMEs and social
responsibility are a top priority
The Cantonal Banks recognise their social and economic

responsibility towards customers, employees and the cantons.
Together they employ nearly 19’000 people. They are thus

a leading employer, offering positions for highly qualified
staff even in regions relatively remote from the major financial
centres.

Small and medium-sized enterprises are the economic back-
bone of Switzerland. Along with private and investment cli-
ents, they have traditionally been among the most important
customer segments for the Cantonal Banks. They are part and
parcel of the Cantonal Banks' commitment to transparent,
long-term business policies geared to a stable partnership
with the customer. The Cantonal Banks are able to maintain
their commitment to small and medium-sized enterprises even
in times of economic difficulties. In many peripheral regions,
the Cantonal Banks act as a net capital importer, i.e., the
volume of loans to customers in these regions exceeds the
total corresponding volume of savings.



The Cantonal Banks - successful for over a century

Founded with one specific purpose in mind, they have over time become successful full-service banks.

The Cantonal Banks have been part of the Swiss banking sys-
tem for more than a century. Their long tradition, down-to-
earth approach and regional roots make them feel very much
a part of Switzerland, Swiss life and the Swiss economy. They
are often said to be an original reflection of Switzerland's
federal structure.

Founded on the back of market failure

Most of the Cantonal Banks were founded in the second half
of the 19th century. With the progressive industrialisation of
the Swiss economy, the demand for credit facilities also in-
creased. While the predecessors of today’s big Swiss banks
invested primarily in railway expansion, as well as in com-
merce and industry, capital for traditional sectors - trade and
agriculture — was scarce. As a result, there was growing de-

mand in several cantons for state banks that could grant low-
interest mortgages and encourage people fo save by offering
secure investment opportunities. The newly founded Cantonal
Banks thus provided banking services to a broad cross-section
of the population, helping to develop regional commerce and
to drive competition. Over the years, they have extended their
range of services and products and are now an indispensible
and competitive part of the Swiss banking landscape. This can
be seen in the important role Cantonal Banks play by lending
to SMEs, and in their strong presence in outlying parts of
Switzerland. The main reason behind the strength of Cantonal
Banks is their business model. Based on customer proximity
and stability, it will remain core to their activities going
forward, irrespective of any short-term market fluctuations.




The Cantonal Banks - regional focus produces

competitive strength

Cantonal Banks can differ from one another considerably with regard to structure,

size or business policy focus.

This is because their legal and organisational structures, their
owners or shareholders and their functions and activities are
all determined by the respective canton in its role as owner
and are influenced by its specific targets.

Basis provided by the constitution and

banking law

The federal constitution empowers the federal government

in all matters concerning banking regulations. Legislators

are thereby obliged to take into consideration the Cantonal

Banks’' special purpose and position. The distinguishing

characteristics of a Cantonal Bank, and the provisions that

govern it, are set out in laws and ordinances.

The federal law concerning banks and savings banks

stipulates two main characteristics:

¢ The bank must have its legal basis in cantonal law

e The canton must own more than one third of the capital
and voting rights.

Public or stock corporations

Under cantonal laws, the Cantonal Banks may be set up as
public corporations or as semi-private or private stock corpor-
ations. In the case of a public corporation, the canton
supplies the share capital in the form of «officially provided
endowment capital». In some cases, this capital is further
increased by participation certificates, giving private investors
the opportunity to acquire a stake in the bank, albeit without
voting rights. In addition to receiving interest on their endow-
ment capital at market rates, the cantons receive part of the
profits earned by their banks through a further distribution

of profits and additional compensation components. The
Cantonal Banks take the form of stock corporations whose
equity is divided into shares. The canton generally holds the
maijority of the capital and votes, and - as in other corpor-
ations — part of the profit is distributed as dividends.

State guarantees provide additional trust

Of the 24 Swiss Cantonal Banks, 21 are backed by a full state
guarantee. This means that the respective canton has respon-
sibility for the liabilities of its bank. Apart from providing a
state guarantee, the cantons are also aware of their role and
responsibility as a (majority) shareholder in «their» cantonal
bank. The legislation in some cantons requires the bank to
pay financial compensation to the canton for this guarantee.
Customers of the Cantonal Banks view the state guarantee as
added security, particularly in uncertain times. The Cantonal
Banks’ business model and ownership structure thus make a
key contribution to the smooth functioning and stability of the
Swiss financial centre.



The Cantonal Banks - cooperation strengthens

the group

Cooperation between the Cantonal Banks takes place on the one hand under the auspices

of the Association of Swiss Cantonal Banks (ASCB) and, on the other hand, through approximately

20 joint ventures.

The Cantonal Banks are to some extent competitors for client
business. Nevertheless, they have enjoyed an active and
successful relationship for decades, working together at
bilateral, regional and national levels.

Representation of interests and cooperation
through the Association of Swiss Cantonal Banks
In 1907, the Cantonal Banks jointly established the Associ-
ation of Swiss Cantonal Banks. In 1971, an administrative
office was opened in Basle. The Association represents the
joint interests of its members towards third parties, helps to
strengthen the Banks’ position in Switzerland and encourages
cooperation between its members. Its activities include pro-
ducing documentation on the Cantonal Banks and issuing
position statements on current economic and banking issues.
In formulating statements at a national level, it works in close
cooperation with its trade association, the Swiss Bankers
Association. Delegates of the Cantonal Banks actively partici-
pate on the Board of the Swiss Bankers Association and
expert committees. Furthermore, the Association fosters regu-
lar contact with federal authorities and institutions.

To strengthen the Banks’ position, the Association oversees
the development, maintenance and protection of their well
established «Cantonal Bank» brand name. Organisational
data and information on customer satisfaction and retention
are gathered on an ongoing basis through primary market
research. To promote the Banks’ image, it develops joint com-
munication strategies and helps to ensure that their market
launches are as uniform as possible. The uniform corporate
design of the Cantonal Banks provides them with recognition
and differentiation as a group. Television advertisements are
regularly broadcast throughout the Swiss marketplace as one
way to promote this.

The Association encourages member cooperation by means
of various internal working groups and committees, through
which the know-how and experience of the Cantonal Banks is
made available to the entire group. Depending on the issues
involved, the Association will perform a variety of roles, rang-
ing from information platform to project coordinator. The
direct and indirect results of this active cooperation are,
among others, the different network partners.



The Association’s administrative office, which is run by a team
of 14 people, prepares, organises and coordinates a range
of activities. It makes the necessary preparations for the
decision-making bodies, supports the realisation of adopted
resolutions and keeps the Association’s members informed.

It also organises the Association’s internal events, which facili-
tate information flow, think tanks and experience exchange,
as well as further training. Together with the individual
member banks, it represents the Cantonal Bank Group in
matters regarding the media or the general public.

Strengths and expertise concentrated

at the Network Partners

Network Partners are joint ventures operating at the regional,
national or international level in which either all or individual
branch offices participate. In the process of becoming full-
service banks, the Cantonal Banks have established a wide
range of financial products and services above and beyond
traditional savings and mortgage plans. Within the group,

various expertise and production centres have been estab-
lished, particularly for investment and pension funds, asset
management, credit card services, training and information
technology. Working together in joint ventures creates econ-
omies of scale, allows strengths and skills to be pooled, syner-
gies exploited, costs contained and know-how enhanced.

The joint ventures market their products and services primarily

through the Cantonal Banks, although some operate directly
or through other partners. With their local roots and proximity
to customers, the Cantonal Banks operate on the principle
«produce centrally, sell locally», and yet the institutions still
retain their autonomy. At the same time, the Cantonal Banks
believe in bilateral or multilateral cooperation. They also work
with foreign banks in order to expand their range of services
and serve their customers abroad.



The Cantonal Banks - utilising synergies

with Network Partners

Network Partners are joint ventures operating at the regional, national or international

level in which either all or individual branch offices participate.

Swisscanto Group and Swisscanto Foundations:

Since 1 January 2005, joint ventures between the Cantonal

Banks in the areas of investments and retirement funds have

been represented by the Swisscanto brand. Swisscanto has

established itself as a top-performing provider and proven

specialist in the Swiss market. It offers high-quality investment

and pension solutions for private clients via intermediaries

and for institutional clients and companies via banks or

directly. lts products and services include:

® Investment funds for private and institutional investors

® Restricted and unrestricted third-pillar retirement products

® Second-pillar retirement solutions for collective and
vested benefits foundations

® Pension fund advisory and management services

® Collective assets of investment foundations

* Asset management mandates for institutional investors

Swisscanto's strong market position is based on many years
of sustainable success: in recent years, Swisscanto has re-
ceived numerous best fund provider awards, both in Switzer-
land and internationally. In addition, by carrying out its annual
pension fund study it has shown that its reputation extends
far beyond just the products it offers.

Swisscanto for private investors: Over the past few
decades, Swisscanto has gained a leading position in the
Swiss funds market and is one of Europe’s top performers.
Swisscanto’s range of individual investment strategies include
clearly structured, professional and cost-efficient managed
investment funds. As the cornerstone of modern asset man-
agement, these meet almost all investor needs. Swisscanto
offers a transparent range of standardised retirement products
that are specially developed and managed for sale via the
Cantonal Banks. As part of the advisory process, all of the
relevant issues regarding retirement are thoroughly analysed.
Swisscanto provides top-performing products for this process.
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Swisscanto for companies and institutions:
Swisscanto is a proven specialist in the areas of asset man-
agement and services for pension funds, companies and
foundations. Institutional investors benefit from added per-
formance value, which Swisscanto targets with its consistently
implemented investment process in actively managed invest-
ment funds.

Swisscanto’s investment foundations are some of the most
prominent in Switzerland. As a member of the Conference

of Managers of Investment Foundations (KGAST), the founda-
tions must meet the high standards of this body. Investing in
the collective assets of investment foundations helps to improve
the long-term performance of pension funds. In terms of occu-
pational pension plan solutions in small and medium-sized
companies, Swisscanto collective foundations offer flexible
and transparent retirement plans that can be tailored to the
exact needs of the company. Swisscanto is one of Switzerland's
leading providers of advisory and management services
(advisory, training, administration, management, expert func-
tions) for private and public-sector pension funds.

Swisscanto underlines its leading position in the occupational
pension market by carrying out its annual pension fund study.
By generating, processing and publishing fundamental data
and knowledge on occupational pension plans in Switzer-
land, Swisscanto contributes far more to the discussion and
development of the Swiss pension system than just the products
it offers.



Swisscanto Investment Foundations: Based in Zurich,
Swisscanto Investment Foundation was founded in 1973 by

the Association of Swiss Cantonal Banks and is now one of
the largest and best known investment foundations in Switzer-
land. lts purpose is the collective management of assets en-
trusted to it by Swiss pension funds and by holders of vested
benefit accounts and third-pillar savings accounts with the
Cantonal Banks. As such, it enables even the smallest of
investors to participate in a number of large, tax-free asset
pools and at low cost in professionally managed portfolios.

It also provides large pension funds with specialized compo-
nents to cover individual asset classes. Swisscanto Investment
Foundation Avant was founded in 2006. Its sole function is to
serve second-pillar Swiss pension funds, in respect of which
investments in US corporate equities are exempt from US with-
holding tax. Swisscanto investment foundations offer a range
of investment instruments encompassing shares, bonds, mixed
assets and real estate. Their services are provided at cost and
benefit from special tax treatment. To maximise transparency,
regular information is provided to members on the composi-
tion of the sub-funds managed and on the performance
achieved.

Swisscanto Collective Foundation: The Swisscanto
Collective Foundation was founded in 1973 by the Associa-
tion of Swiss Cantonal Banks and the life insurance company
Patria Leben, known today as Helvetia. Headquartered in
Basel, the Foundation offers products and services connected
with occupational pension plans to corporate customers. The
Swisscanto Supra Foundation, a specialist in non-mandatory
pensions, mainly covers requirements for cover beyond the
compulsory level (BVG) of occupational pension cover. It
provides senior managers with tailor-made solutions to prevent
gaps in pension provision and enables improved benefits for
certain categories of people. The Swisscanto Flex Collective
Foundation was founded at the beginning of 2009 to pro-
vide collective pension solutions to small and medium-sized

enterprises of various sizes. The flexibility of its offering can
be seen first and foremost in its individual pension plans and
the range of options available for investing pension assets.
Swisscanto Vested Benefits Foundation manages accounts on
behalf of Cantonal Banks that do not have their own founda-
tion for managing vested benefit accounts. Swisscanto
Collective Foundations are now among the most important
bank foundations in the occupational pension sector.

The products of Swisscanto Collective Foundations are sold
primarily through the Cantonal Banks, thus enhancing and
supplementing their range of products and services. Apart
from the Cantonal Banks, Swisscanto Collective Foundation’s
main partners are Swisscanto Investment Foundation, which
is responsible for investment management, and the Helvetia
insurance group.

Swisscanto companies and foundations
Swisscanto Holding Ltd., Berne

Swisscanto Funds Management Ltd., Berne

Swisscanto Asset Management Ltd., Zurich

Swisscanto Pensions Ltd., Zurich

Swisscanto Investment Foundation, Zurich

Swisscanto Investment Foundation Avant, Zurich
Swisscanto Collective Foundation of the Cantonal
Banks, Basle

Swisscanto Supra Collective Foundation of the Cantonal
Banks, Basle

Swisscanto Flex Collective Foundation of the Cantonal
Banks, Zurich

Swisscanto Vested Benefits Foundation of the Cantonal
Banks, Basle

Swisscanto Funds Centre Ltd., London
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Mortgage Bond Centre of the Swiss Cantonal
Banks: The Mortgage Bond Centre (Pfandbriefzentrale) was
established in 1931 in Zurich as one of the two Swiss mort-

gage bond institutions envisaged in the Swiss Federal Act
governing the issue of mortgage bonds (known today as the
Mortgage Bond Act or Pfandbriefgesetz). All Cantonal Banks
are members and shareholders of the Mortgage Bond Centre.
The Mortgage Bond Centre grants member banks mortgage
bond loans (Pfandbriefdarlehen), which may only be used for
the co-financing of mortgages. The Mortgage Bond Centre
acquires its funds primarily through regular issuance of mort-
gage bonds on the Swiss capital market, where it is an im-
portant borrower. Its publicly issued bonds are quoted and
traded daily.

Capital market business: The Cantonal Banks have been
working closely in the capital market business for decades.

In many domestic bond issues they act jointly as an ordinary
partnership under the name «Schweizerische Kantonalbanken»
(Swiss Cantonal Banks). They also participate in the primary
and secondary placement of domestic and foreign share
issues. The administrative offices are located at Zircher
Kantonalbank while the chairmanship is held by Banque
Cantonale Vaudoise (BCV).

Swiss Bankers Prepaid Services AG: In 1938, the
Cantonal Banks founded a travellers cheque centre in the
form of an ordinary partnership. In 1974, its business activity
ceased in favour of participation in the newly founded national
organisation, the Swiss Bankers Travelers Cheque Center
(SBTCC). The SBTCC was converted into a public corporation
and underwent a name change in 2008. Since then it has
been known on the market as Swiss Bankers Prepaid Services

AG (SBPS AG). The Cantonal Banks hold a 25 % stake in
SBPS AG.
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The products offered by Swiss Bankers Prepaid Services AG
include «Swiss Bankers Travel Cash», which is a prepaid cash
card, and the ubiquitous travellers cheque. Both products are
extremely simple and safe to use.

Aduno Group: The Aduno Group, based in Glattbrugg
(ZH), was formed in 2006 when Viseca Card Services Ltd.
(1999) and Aduno SA (2005) merged. It provides products
and services in relation to cashless payment transactions.
With over one million card holders and almost 50'000 con-
tracting partners, it is one of Switzerland's leading compa-
nies in this market. The Aduno Group is wholly owned by
Swiss retail banks. The Cantonal Banks are the largest share-
holder group. Private and corporate customers can rely on
the Aduno Group's solid creditworthiness, as well as benefit-
ting from ongoing innovations in cashless payments. In addi-
tion to its expertise in credit cards, the Aduno Group added
another string to its bow by entering the consumer finance
market in 2008.

Finarbit AG: Founded in 1991, Finarbit AG is a Swiss money
market broker specialising in money market and capital market
products and derivatives. As a joint venture of the Cantonal
Banks, it holds a leading position in these areas in Switzer-
land. Outside of the Cantonal Bank Group, Finarbit AG pro-
vides access to other banks and business partners (insurance
companies, industry, public corporations, etc.).

Interessengemeinschaft der Kantonalbanken fir
Kaderausbildung: The Interessengemeinschaft der
Kantonalbanken fir Kaderausbildung (IGK) was established
in 1975 on the basis of a cooperation agreement between
16 Cantonal Banks in the German-speaking part of Switzer-
land. The goal was to set up joint management development
facilities. Today, the Management Training Association offers
its members a comprehensive range of seminars and courses
for the development of management skills at all levels. An



increasingly important part of its activities is the development
and implementation of management and sales strategies
with the attendant advisory, training and coaching services.
The Management Training Association also provides training
courses for staff from all specialist areas and organises a
range of career-development seminars.

Centre de Formation des Banques Cantonales
Latines: The Centre de Formation des Banques Cantonales
Latines (CF BCL) is responsible for the training and develop-
ment of French-speaking management and specialist staff.
Founded in 1975 in Lausanne as an ordinary partnership, it
currently represents the interests of eight Cantonal Banks. The
courses offered by CF BCL cover the following: specialist
vocational training, office and banking IT, personal communi-
cation and development and management soft skills.

RTC Real-Time Center AG: RTC Real-Time Center AG is a
service centre for banks and other service providers. It is an
expert in banking software, desktop and systems manage-
ment solutions, printing and mail services, and comprehensive
one-stop banking solutions in Switzerland. RTC also provides
the Cantonal Banks with optimal IT outsourcing support in all
core areas of expertise.

finnova ltd bankware: In 2003, finnova Itd bankware
took over the further development and marketing of Finnova
software from Finis AG fir Bankensoftware. lts shareholders
include six Cantonal Banks. The software distributed by finnova
ltd bankware has been developed as a modular package for
universal and private banks. It features a modern client-server
structure; processes are workflow controlled and can be
adapted to bank-specific requirements. It is currently being
used by 12 Cantonal Banks.

RSN Risk Solution Network AG: RSN Risk Solution
Network AG was jointly founded in 2003 by the St. Galler,
Luzerner and Basler Kantonalbank, and its head office is in

Zurich. The company deals in credit risk management and
provides small to middle-sized financial services companies
with practical tools for measuring, controlling, and compen-
sating for credit risks, as well as consultation services regard-
ing credit risk management. Apart from the shareholder
banks, several Cantonal Banks are licensed users. The cooper-
ation platform is also open to financial institutions outside
the Cantonal Bank group.

Sourcag AG: Sourcag AG, headquartered in Minchen-
stein, is an independent subsidiary of Basler Kantonalbank
and Basellandschaftliche Kantonalbank founded in April
1998. A service centre for financial institutions, the company
employs around 200 staff and its core business covers the
entire processing chain for securities and payments and the
outsourcing of IT services. It also assists companies with their
planning and training needs relating to business continuity
management. lts customers include Basler Kantonalbank,
Basellandschaftliche Kantonalbank and their respective sub-
sidiaries Bank Coop and AAM Privatbank, Banque Cantonale
de Genéve and eleven regional banks.
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