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» Cost/income ratio below 70%
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//A la carte

We reveal the best recipes from VP Bank’s international cuisine: “A la carte” is the
design theme of our 2018 annual report.

We focus on six VP Bank Group sites, their strengths and particularities. We offer
our clients a global network along with regional know-how for customised and needs-
based solutions - essentially “a la carte”.

VP Bank'’s personal advisory is like a customised menu selection from leading restau-
rateurs. Just as the regions where VP Bank is present are diverse, so, too, are the
cooks. Yet they all have much in common: precise working methods, a passion for the
product, perfect processes and successful creations. Thus we constantly surprise our
clients again and again while creating unique experiences.

We are proud to present to you more than 60 years of “a la carte” advisory recipes for
success. Come with us on this culinary trip through the world of VP Bank.

Discover succulent video footage and unusual recipes in the online annual report at
report.vpbank.com

www.vpbank.com/en/alacarte
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Key figures of VP Bank Group
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Total operating income
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2018 2017 Variance in %

Key income statement data in CHF million" 2

Total netinterestincome 111.0 104.4 6.3
Total net income from commission business and services 124.3 123.9 0.3
Income from trading activities 55.0 50.2 9.4
Income from financial instruments -1.6 19.2 -108.6
Total operating income 290.8 300.1 -3.1
Operating expenses 232.3 229.8 1.1
Group netincome 54.7 65.8 -16.8

Key balance-sheet data in CHF million' 2

Total assets 12,428.2 12,7781 -2.7
Due from banks 7711 892.6 -13.6
Due from customers 6,196.3 5,647.6 9.7
Due to customers 10,334.9 10,559.4 -2.1
Total shareholders’ equity 981.6 990.1 -0.9
Equity ratio (in %) 79 7.7 1.9
Tier 1 ratio (in %) 20.9 25.7 -18.7
Leverage ratio in accordance with Basel Il (in %) 7.3 7.5 -2.7
Total client assets under management in CHF million 41,525.9 40,386.3 2.8
On-balance-sheet customer deposits (excluding custody assets) 10,231.3 10,177.0 0.5
Fiduciary deposits (excluding custody assets) 798.0 700.8 13.9
Client securities accounts 30,496.6 29,508.6 3.3
Custody assets in CHF million 6,990.8 6,062.0 15.3
Total client assets in CHF million 48,516.7 46,448.3 4.5
Business volumes' 47,722.2 46,033.9 3.7
Net new money 3,196.9 1,894.3 68.8

Key operating indicators?

Return on equity (in %)"3 5.6 6.9
Cost/income ratio (in %)* 75.8 64.2
Total operating expenses / total net operating income (in %) 79.9 76.6
Headcount

(expressed as full-time equivalents, excluding student apprentices)® 868.4 799.5
Total operating income per employee (in CHF 1,000) 334.9 375.4
Total operating expenses per employee (in CHF 1,000)¢ 254.0 240.9
Group netincome per employee (in CHF 1,000) 63.0 82.3

Key indicators related to shares of VP Bank in CHF'

Group netincome per registered share A’ 9.04 10.89

Group netincome per registered share B” 0.90 1.09

Dividend per registered share A? 5.50 5.50

Dividend per registered share B® 0.55 0.55

Dividend yield (in %) 3.9 4.1

Payout ratio (in %) 60.8 50.5

Total shareholders’ return on registered shares A (in %) 10.45 27.31

Shareholders’ equity per registered share A on the balance-sheet date 164.80 164.65

Shareholders’ equity per registered share B on the balance-sheet date 15.69 15.30

Quoted price per registered share A 141.40 133.00

Quoted price per registered share B 14.20 13.30

Highest quoted price per registered share A 202.00 141.90

Lowest quoted price per registered share A 130.80 105.00

Market capitalisation (in CHF million)? 936 880

Price/earnings ratio per registered share A 15.64 12.21

Price/earnings ratio per registered share B 15.71 12.21

Rating Standard & Poor’s A/Stable/A-1 A-/Positive/A-2

" The reported key data and operating indicators are computed and reported on the ° In accordance with legal requirements, apprentices are to be included in headcount
basis of the share of the net profit and shareholders’ equity attributable to the statistics as 50 per cent of equivalent full-time employees.
shareholders of VP Bank Ltd, Vaduz. ¢ Operating expenses excluding depreciation and amortisation, valuation allowances,

2 Details in the notes to the consolidated income statement and consolidated balance provisions and losses / gross income less other income and income from financial
sheet. instruments.

3 Netincome / average shareholders’ equity less dividend. 7 Based on the weighted average number of shares (registered share A) (note 11).

4 Total operating expenses (without depreciation and amortisation, valuation allowances, ¢ Subjectto approval by the annual general meeting.
provisions and losses) / total operating income. ? Including registered shares B.

©Assets under management and due from customers.
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Statement by the Chairman of the Board

Dear shareholders,
Ladies and gentlemen

2018 was a very eventful year. Economic growth was
initially solid, but concerns over rising US interest rates,
trade wars, Brexit discussions and problems surrounding
the Italian budget deficit all weighed on financial markets.

In this demanding economic and political environment,
VP Bank was able to record solid results in 2018. The
continued gains in net new money exceeded expectations
and again confirm the relevance of our growth strategy.

VP Bank Group recorded consolidated net income of
CHF 54.7 million in 2018, compared with CHF 65.8 million
the previous year. The 16.8 per cent decline was due to
the persistent low interest rate environment along with
fixed income and equity market trends.

Operating income contracted by 3.1 per cent from
CHF 300.1 million in 2017 to CHF 290.8 million last year.

Operating expense rose by 1.1 per cent to CHF 232.3
million.

Client assets under management increased by 2.8 per cent
from CHF 40.4 billion to CHF 41.5 billion. In 2018, VP Bank
Group recorded net new money inflows of CHF 3,197
million, the highest organic increase in client assets in
more than 10 years. We achieved this very satisfactory
increase last year through intensive market development
efforts, inflows from existing clients and the recruitment

of new client advisors.

At 31 December 2018, the Tier 1 Ratio was 20.9 per cent

(compared with 25.7 per cent one year earlier). The cost/
income ratio was 75.8 per cent, compared with 64.2 per

cent.

As we implement our strategic goals, we invested heavily
in growth in 2018. These long-term investments come

at the expense of profitability in the near term. VP Bank
nevertheless demonstrated that organic growth can

be achieved even in challenging market environments.

The Board of Directors proposes to the Annual General
Meeting of 26 April 2019 to leave the dividend unchanged
at CHF 5.50 per registered share A and CHF 0.55 per
registered share B. The earnings basis shapes the dividend
policy defined by the Board of Directors. VP Bank strives
to maintain a constant dividend approach, with a goal of
paying out 40 per cent to 60 per cent of consolidated net
income to shareholders. The proposed dividend is based
on consolidated netincome of CHF 54.7 million.

VP Bank's business model is based on the two strategic
pillars of the intermediaries business and private banking.
We position ourselves as a trusted partner for a sophisti-
cated private client base and we are a well-established
partner for financial intermediaries. In addition, we offer an
international fund competency centre. VP Bank's primary
strategic goal is to achieve profitable and qualitative
growth in the identified target markets and thereby secure
its independence.

In 2015 the board of Directors and Group Executive
Management developed the “Strategy 2020" plan. This
strategy encompasses the key long-term priorities of
growth, focus and culture. It combines a growth strategy,
efficiency enhancements and the continued development
of our sales and performance culture.

As part of “Strategy 2020"” we defined the following
medium-term goals:

* CHF 50 billion in client assets under management
* CHF 80 million in consolidated netincome

» Cost/income ratio of less than 70 per cent

At end-2018, assets under management totalled CHF 41.5
billion, up from CHF 40.4 billion one year earlier. Net
income for 2018 was CHF 54.7 million, compared with
CHF 65.8 million the previous year. At 31 December 2018
the cost/income ratio was 75.8 per cent (2017: 64.2 per
cent).

Achieving our goals will be a challenge for VP Bank in

the light of the still demanding market environment. Our
performance as regards client assets under management
as well as our strong equity position nevertheless show
that we are still on the right track.

2018 was a positive year for VP Bank's shareholders.
Including the dividend of CHF 5.50 per share, VP Bank’s
shares delivered a nearly 10 per cent return in 2018,
thereby significantly outperforming the shares of most
other Swiss banks. Share price volatility was relatively high,
particularly in the summer months. In 2018, the shares
traded at an average price of CHF 161.91 and closed the
year at CHF 141.40. More details on our share performance
can be found in the section "VP Bank in capital markets”.

On 27 April 2018, the Annual General Meeting authorised
the payment of an increased dividend of CHF 5.50 per
registered share A and CHF 0.55 per registered share B.
The dividend payment date was 4 May 2018.

Under the authorisation granted by the Annual General
Meeting of 24 April 2015, VP Bank decided to increase the
number of treasury shares through another share buy-back
of up to 10 per cent of the share capital. We are thus carry-
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ing on the successful programmes from the years 2015
and 2016. The repurchased registered shares are to be
used for acquisitions or treasury management purposes.

As from 31 December 2018, VP Bank AG directly and
indirectly holds 599,442 registered treasury shares A and
324,929 registered treasury shares B (9.55 per cent of
the share capital and 7.70 per cent of the voting rights).
Since no shares were cancelled, share capital and voting
rights ratios remain unchanged.

2018 was a major anniversary year for VP Bank Group. In
the Grand Duchy of Luxembourg, we celebrated 30 years
of doing business through VP Bank (Luxembourg) SA and
20 years for the fund competency centre VP Fund Solutions
(Luxembourg) SA. VP Bank has also been represented by

a subsidiary in Zurich since 1988, and our Singapore site
celebrated its 10-year anniversary.

As mentioned already in our 2018 interim report, we
marked these anniversaries through local events and other
activities for employees, clients and the media.

Meanwhile, in 2018 we also made substantial investments
in our future. Along with the continued development of the
advisory process, we moved to larger new and prestigious
office buildings in Zurich and Luxembourg while doubling
the amount of office space in Singapore. At our main head-
quarters building in Liechtenstein, we completed a reno-
vation project that creates a work environment offering the
latest technical standards and flexibility.

Our growth objectives in Singapore required changes to
the existing organisational structures. As from September
2018, VP Bank in Singapore therefore began operating as
a branch instead of a subsidiary. The banking license was
also upgraded from a merchant bank to a wholesale bank.
The transfer process was completed on 1 September 2018.

In connection with a review of market development efforts
in Russia going forward, we decided to close the repre-
sentative office in Moscow. VP Bank is thereby focusing

its activities in the Russian market by consolidating them
mainly at its Zurich office as the competency centre for
Central and Eastern European markets. The Moscow office
was closed for financial and logistical reasons. This deci-
sion was based on our Strategy 2020, which revolves
around a "Focus” theme aimed at productivity gains and
reductions in the complexity and costs of internal pro-
cesses. Russia nevertheless remains a core target market
of VP Bank Group. The Moscow representative office was
closed in November 2018.

In late 2016 we launched our "Relationship Manager
Hiring” project in order to achieve our growth objectives.
In 2018 we hired 24 new client advisors for VP Bank as
part of this project - and were rewarded with satisfactory
net new money inflows.

In May 2018, the Standard & Poor’s rating agency up-
graded VP Bank's already strong "A-" rating to “A” with a
stable outlook. VP Bank therefore now enjoys an "A/A-1"
rating. This outstanding rating and stable outlook were
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confirmed on 9 August 2018 and again demonstrate our
Group's solid and successful business model.

In May 2018, we launched a new e-banking service with
advanced portal technology for our clients. Close attention
was paid to creating a user-friendly design and satisfying
the strictest security requirements. The launch was
supported with extensive communications initiatives and
represents a major milestone in the digitalisation of

VP Bank Group.

We further expanded our service offerings for clients in
autumn 2018 by launching the VP Bank newsroom on our
website, which contains publications and news related

to VP Bank, and by offering longer trading hours to cover
the leading financial markets worldwide.

We are proud of the recognition we received from the
Berlin-based Fuchsbriefe publishing firm, which ranked
VP Bank "VERY GOOD" for transparency and "GOOD”
in the overall assessment category. This distinguished
award shows that our advisory teams perform at the
highest levels in international comparisons.

In order to advance the growth strategy at the Luxem-
bourg site and further develop the funds business, in
October 2018 we successfully penetrated the Scandinavian
market. At 1 October 2018, VP Fund Solutions (Luxem-
bourg) SA acquired the management company activities of
Carnegie Fund Services S.A., and VP Bank (Luxembourg)
SA now acts as the custodian. Also in October 2018, we
announced that VP Bank (Luxembourg) SA was acquiring
the Luxembourg private banking activities of Catella Bank
based in Sweden.

At the 55" Annual General Meeting, elections were held to
renew the terms of office of VP Bank directors. Fredy Vogt
and Dr Florian Marxer, whose terms had expired, were
reappointed to the Board of Directors for additional three-
year terms. At the Board of Directors meeting immediately
following the Annual General Meeting, Fredy Vogt was
appointed Chairman of the Board.

Dr Thomas R. Meier was appointed to a new three-year
term on the Board. He has more than three decades of
international experience in the banking industry, with
an emphasis on Asia. This appointment strengthens the
Board’'s competencies, ensures long-term succession
planning and makes a significant contribution to the
successful strategic development of our Asian business.

As part of “Strategy 2020", we adapted the organisational
and management structure in 2018 by redefining the
tasks within Group Executive Management. Dr Felix Brill
assumed the position of Chief Investment Officer as from
1 March 2018 and Dr Urs Monstein became Chief Operat-
ing Officer as from 1 May 2018, such that VP Bank’s Group
Executive Management is now well staffed with six mem-
bers.

Significant changes were implemented at our international
sites. As from 19 March 2018, Dr. Oliver Méhl assumed

the position of Chief Operating Officer at VP Bank (Switzer-
land) Ltd. Claus Jgrgensen strengthened the management
ranks of VP Bank (Luxembourg) SA when he was named
“Head of Client Business” as from 1 October 2018.



At the start of 2019, the Board of Directors of VP Bank
Group and CEO Alfred W. Moeckli mutually agreed not to
continue their collaboration. Alfred W. Moeckli resigned
from all his functions as from end-January 2019 and left the
Bank in order to pursue new challenges. Dr Urs Monstein
assumed the position of CEO on an interim basis. Alfred
W. Moeckli served as Chief Executive Officer of VP Bank
Group since 2013 and substantially expanded the Bank
over his nearly six-year tenure. Most notably, in the period
following the financial crisis he made significant contribu-
tions that enabled the Bank to get back on its growth track.

Several important topics are on the agenda for 2019.

Growth will remain a core theme for VP Bank Group. The
“Relationship Manager Hiring” project, which has been
very successful to date, will run through the end of the
year. We set a goal of hiring 75 client advisors in the inter-
mediaries and private banking segments by end-2019,
with half of these new hires in Asia.

We will also take advantage of market opportunities that
arise in order to invest in growth through acquisitions.

VP Bank continues to enjoy a very strong equity position,
which allows us to participate in financial industry consoli-
dation.

Under the heading of “Future of Banking”, we launched
a strategic initiative to define the next steps for VP Bank
Group following the completion of Strategy 2020.
Numerous strategic planning workshops will be held.

In early February 2019, the aforementioned acquisition of
the Luxembourg private banking activities of Catella Bank
was completed. This acquisition opens up new business
opportunities in the Scandinavian market.

2019 is an anniversary year for VP Fund Solutions (Liechten-
stein) AG, as our subsidiary marks its 20th year in business.
The acquisition of Luxembourg-based Carnegie invest-
ment fund supports the continued success of our fund
business.

At our Singapore site, we laid the groundwork for contin-
ued dynamic growth in Asia. We would like to accomplish
this goal in 2019 through an expanded private banking
team and new products for our Asian clients.

Through new initiatives undertaken by the Investment
Solutions and Chief Operating Officer management units,
we will make further investments in our products and
services, notably as part of our digitalisation strategy and
to develop new asset management solutions.

Our business continues to be marked tendentially by rising
costs and shrinking margins. In recent years we laid the
groundwork for the planned growth of VP Bank Group.
With an increasingly centralised organisation, we are now
positioned to be highly efficient and take advantage of
synergies throughout the Group.

For 2019 and the years ahead, we are confident in our
ability to generate further income gains through the
numerous investments we have made. The additions to
our management team leave us very well positioned,
both organisationally and as regards competencies, to
overcome the challenges in our industry.

In connection with the energetic performance that our
committed employees contribute on a daily basis to

the success of our company, | would like to emphasize in
particular the substantial growth in new client business.
In 2018 we took a major step toward achieving our strate-
gic goals, for which | offer my heartfelt thanks.

We see this success as an incentive to continue down our
path of growth, focus and culture.

| would also like to thank our clients and shareholders for
their continued trust in VP Bank.

Fredy Vogt
Chairman of the Board of Directors
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Dr Urs Monstein
Chief Executive Officer a.i.
& Chief Operating Officer

Relaxed
at heart,
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we do.

VP Bank in Liechtenstein
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VP Bank at a glance

VP Bank Group is an internationally active private bank
focused on rendering asset management services for
private individuals and financial intermediaries. VP Fund
Solutions, the fund competence centre, gives easy access
to top-notch fund solutions.

VP Bank is one of the largest banks in the Liechtenstein
financial centre. In addition to its headquarters in the
Principality of Liechtenstein, VP Bank Group is present with
offices in five other locations around the globe: Switzer-
land, Luxembourg, Singapore, Hong Kong and the British
Virgin Islands.

VP Bank Group has a sound balance sheet and a strong
capital base. An "A”" rating from Standard & Poor’s vouches
for the financial strength of this banking enterprise. The
shares of VP Bank are listed on SIX Swiss Exchange. A large
proportion of its equity capital is in the hands of three
anchor shareholders: “Stiftung Firstl. Kommerzienrat
Guido Feger” foundation, “U.M.M. Hilti-Stiftung” founda-
tion and “"Marxer Stiftung fur Bank- und Unternehmens-
werte” foundation - a guarantee for continuity, independ-
ence and sustainability.

VP Bank'’s workforce of more than 930 employees admin-
ister clients assets totalling almost CHF 48.5 billion. Its
client advisors are supported by a global network of
partner firms that contribute to the outstanding inter-
national know-how of VP Bank Group.

Founded in 1956 in Vaduz, Liechtenstein, VP Bank has
grown steadily from a friendly local bank to become a
globally active financial services enterprise.

The founder of VP Bank, Guido Feger, was a successful
entrepreneur and one of Liechtenstein’s most highly
regarded fiduciaries. Right from the start, he demon-
strated innovation, competence and courage, while
never veering from the fundamental principles of client
orientation and financial security. These tenets have
been resolutely upheld for six decades.

A number of international awards for the quality of the
Bank's client advice and ancillary services, as well as for
its competence in transaction processing, attest to our
pronounced quality consciousness.

In 1983, VP Bank became Liechtenstein’s first exchange-
listed company, and ever since then it has been present
in the international banking system via the euro money
market. The philanthropic activities of VP Bank’s founder
have been continued by its major shareholder, “Stiftung
Firstl. Kommerzienrat Guido Feger” foundation.

Tailor-made asset management, investment advisory

and wealth planning for a sophisticated private clientele
represent VP Bank’s core competencies. The Bank is also
an established partner for financial intermediaries who
especially count on decades of experience and a modern
infrastructure.

One of the strengths of VP Bank is its independence in
terms of providing financial advice. The Bank’s investment
solutions are based on the principle of “open architecture”,
an approach that also takes into account the best-in-class
products and services of third-party providers. The result:
conflicts of interest are avoided right from the start.

With more than 930 employees, VP Bank Group is the right
size to offer top-notch solutions with a personal touch.
Clients enjoy the individualised advice of a private bank
and, thanks to the global presence of VP Bank, gain access
to a worldwide network of specialists.

VP Bank relies on short decision-making paths, agility

and flexible and sustainable solutions. The use of digital
tools supports personal client care. In addition, VP Bank's
e-banking application affords clients freedom of move-
ment and maximum security when conducting banking
transactions. They have round-the-clock electronic access
to their securities and deposit accounts.

VP Bank at a glance | VP Bank Group | Annual Report 2018
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2018 highlights in retrospect

January

Advance announcement
on annual results

VP Bank announced that it was expecting
significantly higher Group netincome.

February

Festival Next Generation /
VP Bank Classic Festival

With its backing of the “Festival Next Generation /
VP Bank Classic Festival” in Switzerland, VP Bank
again supported the next generation of international
musical talent.

March

New office in Zurich

VP Bank moved to new centrally located
offices in Zurich, reflecting the strong growth
in recent years.

Chief Investment Officer

Dr Felix Brill was named the new Chief
Investment Officer and member of Group
Executive Management.

2017 results

In 2017, VP Bank Group recorded Group
netincome of CHF 65.8 million. Client assets
under managementincreased by 13.0 per cent.
The tier 1 capital ratio was 25.7 per cent.

The cost/income ratio was lowered

by 4.2 percentage points to 64.2 per cent.
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April

“Risk Indicator 1" top rating

Dun & Bradstreet Worldwide again awarded VP Bank
Group its "Risk Indicator 1” top rating in 2018.

Annual General Meeting

All of the Board of Directors’ proposed resolutions
were approved by the 55" ordinary Annual General
Meeting. Dividends were increased to CHF 5.50 per
registered share A and CHF 0.55 per registered share
B. Fredy Vogt and Dr Florian Marxer were reappointed
to three-year terms on the Board of Directors, while
Dr Thomas R. Meier was newly appointed to a three-
year term. At the special Board of Directors’ meeting
held immediately after the Annual General Meeting,
Fredy Vogt was confirmed as Chairman of the Board.

May

Chief Operating Officer

Dr Urs Monstein joined VP Bank’s Group Executive
Management as Chief Operating Officer.

New e-banking

VP Bank introduced a modernised e-banking
application with advanced portal technology. It offers
user-friendly design while time satisfying the most
stringent security requirements.

Standard & Poor’s rating upgrade

The rating agency Standard & Poor's upgraded
VP Bank's rating from “A-" to "A", with a “stable”
outlook.

VP Bank Ladies Open

VP Bank has positioned itself as the primary long-
term sponsor of the VP Bank Ladies Open pro golf
tournament.



June

Share buyback programme

VP Bank launched an open tender offer to repurchase up
to 180,000 listed registered shares A, which

may be acquired for up to one year on the ordinary trading
line of the SIX Swiss Exchange.

Anniversary celebration in Luxembourg

VP Bank celebrated its 30" anniversary
and VP Fund Solutions its 20t anniversary
in Luxembourg at an exclusive event.

August

2018 interim results

In the first half of 2018, VP Bank Group recorded solid
Group netincome of CHF 29.3 million. Client assets under
management increased by 1.3 per cent.

The tier 1 ratio was an above-average 22.6 per cent.

September

Singapore branch

VP Bank celebrated its 10-year presence in Singapore
and now does business there through a branch instead
of a wholly owned subsidiary. VP Bank's Singapore
banking license was also expanded from merchant bank
to wholesale bank.

Website with Newsroom

With Newsroom, VP Bank’s website now offers a central
archive for publications and the latest developments about
and involving VP Bank.

October

Scandinavian market

VP Bank entered the Nordic market when VP Fund
Solutions and VP Bank acquired the fund manage-
ment and custody business of Luxembourg-based
Carnegie Investment Funds, and VP Bank in Luxem-
bourg acquired the Luxembourg private banking
activities of Catella Bank.

Award-winning annual report

The VP Bank Group annual report and online annual
report again received multiple international awards,
notably the “Best of Europe” recognition at the ARC
Awards. The relaunch of the website was recognised
with a Gold Award.

November

Growth in Luxembourg

VP Bank and VP Fund Solutions moved to new offices
in Luxembourg with state-of-the-art infrastructure.

30 years VP Bank (Switzerland) Ltd

VP Bank (Switzerland) Ltd celebrated its
30" anniversary with a gala event.

Outstanding advisory quality

The private banking audit and assessment firm
Fuchsbriefe recognised VP Bank’s advisory quality,
rating it “Very Good"” for transparency and
awarding it an overall assessment of “Good".

"Lichtblick”

As part of the annual “Lichtblick” charity campaign,
numerous institutions received generous grants from
the VP Bank Foundation.

Detailed information can be accessed at:
www.vpbank.com/en/highlights
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The organisational structure
of VP Bank Group

VP Bank Group comprises six organisational units:
"Chief Executive Officer”, “Client Business”, “Investment
Solutions”, “General Counsel & Chief Risk Officer”,
"Chief Financial Officer” and "Chief Operating Officer".

As from 1 February 2018, the Chief Operating Officer unit
created a new Group Projects & Processes unit, which was
initially managed by Thomas BihImann.

Dr Felix Brill, the new member of Group Executive Man-
agement responsible for Investment Solutions, assumed
his new duties as Chief Investment Officer as from 1 March
2018. Meanwhile, Dominique Christen also took over
management responsibility for Group Human Resources
as from 1 March 2018.

Tanja Muster, the former Head of Group Communications
& Marketing, departed VP Bank at end-April 2018 and was
succeeded by Cécile Bachmann as from 1 January 2019.

Dr Urs Monstein assumed his duties as Chief Operating
Officer (COO) as from 1 May 2018. Following the departure
of Thomas Bihlmann, the Group Projects & Processes unit
has been managed on an interim basis by Dr Urs Monstein
as from 1 July 2018.

Through its strategic positioning and planned growth in
the lending business, VP Bank is looking to increase the
efficiency and productivity of its Group Credit unit while
combining know-how for credit products. Group Credit
was therefore restructured as from 1 September 2018
under the management of Peter Siber and should thereby
contribute to supporting VP Bank’s credit strategy.

The Investment Solutions unit was reorganised as from

1 September 2018 under the leadership of Dr Felix Brill,
who now directs the investment committee in his capacity
as Chief Investment Officer. The goal of the reorganisation
was to raise the unit’s profile as a competency centre for
investment matters while strengthening the investment
and fund business.

Since 1 October 2018, Dr Marcel Beutler, formerly the head
of the Group Risk unit, focused on managing a department
within the Group Risk unit. Michael Rey took over manage-

ment of the unit, also as from 1 October 2018.

Following the departure of Dr Graziella Marok-Wachter as
Head of Group Legal, Compliance & Tax as from 31 Octo-
ber 2018, the General Counsel & Chief Risk Officer unit
was restructured. This unit will no longer have a second
tier management level in the traditional sense. The Compli-
ance, Risk, Legal Service and Tax Center now reports
directly to the General Counsel & Chief Risk Officer. With

this new flatter structure, the unit can respond more
quickly to on-going developments and make decisions
more rapidly and efficiently.

In March 2018, VP Bank (Switzerland) Ltd decided to create
a Chief Operating Officer function to reflect the growth
of the activity at the site as well as growing complexity in
the banking environment. Dr Oliver Méhl was appointed
to manage this function. Stephan Wernli, formerly the
Head of Banking Support, exited Group Executive Man-
agement as from 1 April 2018 in order to focus on manag-
ing the Legal, Compliance & Tax teams. Maximilian Barth
took early retirement and left VP Bank (Switzerland) AG

as from 31 December 2018. As a result, VP Bank (Switzer-
land) Ltd’s executive management now consists in Antony
Lassanianos, Thomas Westh Olsen and Dr Oliver Mohl.

As from 1 September 2018, VP Bank conducts its Singa-
pore banking activities through a branch instead of a
wholly owned subsidiary in order to better satisfy the
needs of its clients. Effective 1 September 2018, the
Singapore banking license was expanded from that of
a merchant bank to wholesale bank.

As part of its growth strategy, VP Bank (Luxembourg) SA
created the new function of Head of Client Business based
atthe local headquarters. Claus Jergensen assumed
responsibility for this new function.

As part of its review of market development efforts in the
Russian market, Group Executive Management decided
to close its Moscow representative office as from end-
October 2018. VP Bank is consolidating its activities for
Central and Eastern European markets primarily at its
Zurich office.

The Board of Directors and Chief Executive Officer (CEO)
Alfred W. Moeckli decided not to continue their collabo-
ration. Alfred W. Moeckli relinquished all functions at

31 January 2019 and left the Bank in order to pursue other
activities. Dr Urs Monstein, the Chief Operating Officer,
took over the management of VP Bank Group as interim
CEO.

As part of its growth strategy, VP Bank Ltd Singapore
Branch expanded its organisational and management
structure by creating the new "Head of Client Business”
function, which was headed up by Reto Marx as from
end-January 2019. He reports directly to Bruno Morel,
CEO of VP Bank Ltd Singapore Branch.
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Board of Directors
Chairman

Fredy Vogt

Group Internal Audit

Organisational unit Group Communications & Marketing
Chief Executive Officer ___ G64p Human Resources
Alfred W. Moeckli Group Strategy

Organisational unit
Organisational unit Organisational unit General Counsel & Organisational unit Organisational unit
Client Business Investment Solutions Chief Risk Officer Chief Financial Officer Chief Operating Officer

Christoph Mauchle Dr Felix Brill Monika Vicandi Siegbert Nascher Dr Urs Monstein

Private Banking Group Investment Group Legal Services Group Credit Group
L Center . . Information
Intermediaries Group Compliance Group Finance
Technology
) Group Product )
VP Bank (Switzerland) Ltd M Group Risk Group Treasury &
anagement ) Group
VP Bank Ltd G Tax C Execution Operations
5 ank Lt h VP Fund Solutions roup Tax Center
ingapore Branc Group
VP Wealth Management Projects &
(Hong Kong) Ltd Processes
VP Bank (Luxembourg) SA 15
VP Bank (BVI) Ltd —

The assignment of the organisational units in the segment reporting is set out on page 89 ff.

Organisational chart as of 31.12.2018
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Segment

Area

Head

Board of Directors

Group Internal Audit

Nikolaus Bléchlinger

Chief Executive Officer

Group Communications & Marketing
Group Human Resources
Group Strategy

Cécile Bachmann (as of 01.01.2019)
Dominique Christen
Patrick Bischofberger

Client Business

Private Banking
Intermediaries

Martin Engler
Tobias Wehrli

Investment Solutions

Group Investment Center
Group Product Management

Stefan Schwitter
Marcel Fleisch

General Counsel & Chief Risk Officer

Group Legal Services
Group Compliance
Group Risk

Group Tax Center

Stefan Zind
Markus Reinacher
Michael Rey
Bernhard Lochner

Chief Financial Officer

Group Finance
Group Treasury & Execution
Group Credit

Dr Hanspeter Kaspar
Claus Hug
Peter Siber

Chief Operating Officer

Group Information Technology
Group Operations
Group Projects & Processes

Dr Andreas Benz
Jirg Muhlethaler
Thomas Ludescher

Company Country City Head
VP Bank Ltd Singapore Branch Singapore Singapore Bruno Morel
Company Country City Head
VP Bank Ltd Liechtenstein Vaduz Alfred W. Moeckli, Christoph Mauchle,
Dr Felix Brill, Monika Vicandi,
Siegbert Nascher, Dr Urs Monstein
VP Bank (Switzerland) Ltd Switzerland Zurich Antony Lassanianos, Thomas Westh Olsen,
Dr Oliver Mohl
VP Bank (Luxembourg) SA Luxembourg Luxembourg Thomas Steiger, Romain Moebus,
Claus Jorgensen
VP Bank (BVI) Ltd British Virgin Islands Tortola Nicholas A. Clark, Sjoerd Koster
Company Country City Head
VP Wealth Management (Hong Kong) Ltd China Hongkong Clare Lam Chan
Company Country City Head
VP Fund Solutions (Liechtenstein) AG Liechtenstein Vaduz Ralf Konrad, Reto Grassli
VP Fund Solutions (Luxembourg) SA Luxembourg Luxembourg Eduard von Kymmel, Ralf Funk, Dr Uwe Stein
Company Country City Head
VP Bank Ltd China Hong Kong Clare Lam Chan

Hong Kong Representative Office
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Economic environment

At the start of the year, the traffic lights for the global
economy were all green. Yet by the end of January, the
optimistic outlook was put to the test, as interest rate fears
gripped financial markets. These fears were prompted

by a confident forecast from the US central bank. Investors
interpreted that outlook to mean that benchmark interest
rates would continue to rise. In February equity markets
recorded significant price declines. As a general rule, when
bearish sentiment is initially felt in the financial markets,
itis only a matter of time before confidence fades at the
company level. In the event, key leading economic indica-
tors ultimately trended downward.

Over the course of the year, two other burdensome factors
in the euro zone created a noticeable drag on the econ-
omy. On the one hand, a shortage of vehicle registrations
based on the new Worldwide Harmonized Light-Duty
Vehicles Test Procedure (WLTP) emissions standard
resulted in sputtering vehicle output and ultimately a
decline in industrial production. On the other, the dry
summer brought inland navigation to a standstill, thus
disrupting key supply chains.

Switzerland was also affected both directly and indirectly.
Swiss GDP contracted in the third quarter. At the end of
2018, the business climate was also unsettled by the on-
going Brexit discussions, trade wars and fears of a debt
crisis in Italy.

On the other side of the planet, higher tariffs imposed by
the United States weighed on economic growth, as China
faced slowing growth in the second half of the year. The US
economy, however, benefited from tax cuts and favourable
labour market trends. The Fed was therefore able to stay
the course as regards its modest monetary tightening
policy. Overall, four interest rate hikes of 25 basis points
each were anticipated. Meanwhile, the ECB kept its bench-
mark rates unchanged but halted its net purchases of
securities at year-end 2018. The SNB made no changes to
its monetary policy.
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For equity markets, the initial optimistic outlook was
premature. Investors had become accustomed to
double-digit returns in 2017, and economic conditions
also appeared favourable, as the United States enacted
substantial tax cuts and global economic growth was
once again in sync. But dark clouds soon appeared on
an almost clear equity horizon, which weighed on both
the economy and sentiment. The drop in equity prices
at end-January 2018 turned out to be only the first stress
test for investors.

Worsening international trade disputes clouded the
economic environment for nearly all export-intensive
countries. Similarly, rising interest rates in the United
States and the strong US dollar also weighed increasingly
on emerging countries. Europe, which had already come
under considerable pressure from its own structural
problems such as Brexit and the diesel scandal, then
experienced further deterioration in new orders. The
unusually steep drop in share prices in December 2018
could thus be seen as a market-cleansing correction;
now the economic challenges need to be solved in 2019.



VP Bank in capital markets

VP Bank's registered shares A are listed on the SIX Swiss
Exchange; the registered shares B are not listed. The
number of VP Bank’s listed registered shares A remained
unchanged at 6,015,000 in 2018. The market capitalisation
of registered shares A combined with the market value of
registered shares B totalled CHF 936 million at year-end
2018, up approximately 9 per cent from the previous year
(CHF 799.5 million).

On the SIX Swiss Exchange where they are listed, VP Bank
shares had a trading volume of 2,209,971 shares in 2018,
representing average daily volume of 8,804 shares.

VP Bank shareholders enjoyed a very solid first half in 2018.

Registered shares A then reached a high of more than
CHF 200 twice, once in July and again in August. Following
the publication of interim results, it was apparent that a
few analysts had been overly optimistic as regards the
outlook, and a correction occurred in the second half of
August. Share price volatility was relatively high during
the summer months. The low was reached on 9 January
2018 (CHF 130.80) and the high on 20 August 2018

(CHF 202.00). The average share price was CHF 161.91
and shares closed the year at CHF 141.40. Including the
dividend of CHF 5.50 per share, VP Bank’s yield in 2018
was nearly 10 per cent, significantly higher than the share
price gains of most other Swiss banks.

VP Bank strives to maintain a steady dividend, with a goal
of paying out 40 per cent to 60 per cent of consolidated
netincome to shareholders. In May 2018, VP Bank paid a
dividend of CHF 5.50 per registered share A, representing
a dividend yield of 4.1 per cent at the time. That dividend
was based on 2017 consolidated netincome totalling

CHF 65.8 million.

VP Bank registered share A versus the SIX Banks Index in 2018
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VP Bank strives to keep market participants informed of
the latest developments in a timely and optimal manner.

Its investor relations efforts are designed to foster an open,
ongoing dialogue with shareholders and other capital
markets participants by providing them with a true and fair
view of VP Bank Group.

The tasks include holding discussions with analysts and
investors, disclosing ad hoc information regarding busi-
ness issues of relevance under securities law, producing
the company’s annual and interim reports, releasing the
related financial results and organising the annual general
meeting of shareholders.

VP Bank's Investor Relations department is responsible
for ensuring the Group's “corporate language”, i.e. a
common language used both inside and outside the
company in order to speak to all target audiences in one
voice. Through the corresponding interfaces, VP Bank
ensures that consistent company information is dissemi-

nated across the various publications platforms.

In 2018, VP Bank’s management met with analysts and
investors individually and in groups, held conference calls,
went on a road show in the spring and participated in two
investor conferences in autumn. Analyst meetings were
held following the presentation of the annual and interim
results in Zurich.

VP Bank provides extensive information on the Group
and its shares on the company’s website. Annual and
interim reports, letters to shareholders, presentations
and regulations are available online and can be down-
loaded, thereby enabling the broadest possible accessi-
bility and distribution of information. This information
can be found at www.vpbank.com / Investors & Media.
Investors and stakeholders can also find information

on the latest developments on social media platforms
such as Twitter and LinkedIn.

VP Bank's published annual and interim reports help
enhance communications with institutional and private
investors. These reports are complemented by the
www.vpbank.com / Investors & Media website and the
online annual report posted online at http://report.vpbank.
com/de.html along with all current information. The

VP Bank interim annual report is also available in an online
version at https://report.vpbank.com/de/semi2018.

The continuing development of VP Bank Group’s annual
and interim reports in accordance with international trends
and legal requirements is taken seriously; the overarching
design theme of the most recent annual report presents
VP Bank under the optic of “Clarity”.
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VP Bank Group's 2017 annual report received a total of
seven international awards, recognising the outstanding
quality of the VP Bank’s communications policy and again
demonstrating its creative design prowess. At the "ARC
Awards”, VP Bank’s annual report was entered alongside
nearly 2,200 other submissions from 34 countries and
received a “Grand Award” in the “Best of Europe” category.
The Arc Awards have been handed out in the United States
for more than 30 years.

The annual report won a gold medal at the “Vision Awards”
sponsored by the League of American Communications
Professionals” (LACP) in the United States. Other awards
included the “Galaxy Award” and the “Stevie Award” in the
United States.

The online version of the 2017 VP Bank annual report also
received international recognition, including silver at the
ARC Awards, the LACP Vision Award and the Galaxy
Award. As part of the “Swiss Annual Report Ratings”
sponsored by Harbour Club and Bilanz, a jury of commu-
nications and finance professionals also ranked VP Bank
Group's annual report in the top 12 for reports from Swit-
zerland and Liechtenstein.

The successful relaunch of the VP Bank website won a Gold
award at the “Stevie Awards".

VP Bank’s 55" Ordinary Annual General Meeting on

27 April 2018 in Vaduz was attended by 435 shareholders,
who approved all of the resolutions proposed by the Board
of Directors. Shareholders represented at the meeting
accounted for 73.87 per cent of all shares outstanding.

VP Bank offers shareholders a notice of meeting electro-
nically and also gives them the possibility of casting
electronic votes on agenda items. Quite a number of
shareholders made use of this online voting option once
againin 2018.

The next ordinary annual general meeting will be held on
26 April 2019.

VP Bank maintains regular contacts with analysts from
rating agencies and informs them continuously about busi-
ness trends in order to ensure the most accurate valuation
possible.

VP Bank is one of the few private banks in Liechtenstein
and Switzerland to be rated by an international rating
agency. In May 2018, Standard & Poor’s upgraded

VP Bank'’s already strong "A-" rating to "A”, with a stable
outlook. The ratings upgrade reflected in particular the



substantial net new money inflows in 2017, progress in
operations and the continued strong equity position.
Standard & Poor’s also highlighted the financial leeway
enjoyed by VP Bank to invest in its operating business and
play an active role in banking industry consolidation in
Europe.

VP Bank therefore now has an “A/A-1" rating. This out-
standing rating and stable outlook were confirmed by
Standard & Poor’s in August 2018 and underscore VP Bank
Group's solid and successful business model.

Standard & Poor’s current ratings report can be down-
loaded as a pdffile from the VP Bank website in the
“Investors & Media” section.

VP Bank shares are also followed by analysts from MIRA-
BAUD Securities LLP (recommendation: buy), Research
Partners AG (recommendation: buy) and Zircher Kantonal-
bank (recommendation: overweight). Recommendations
as from March 2019.

Calendar

Publication of 2018 annual results Tuesday, 5 March 2019

56" ordinary annual general meeting Friday, 26 April 2019

Dividend payment Friday, 3 May 2019

Publication of 2019 interim results Tuesday, 20 August 2019

VP Bank share details

Registered shares A, listed on the SIX Swiss Exchange

Listed shares 6,015,000
Free float 50.62%
SIX symbol VPBN
Bloomberg Ticker VPBN
Reuters Ticker VPBN.S
Securities number 31548726
ISIN L10315487269
2018 share data

High (20 August 2018) 202.00
Low (9 January 2018) 130.80
Year-end close (31 December 2018) 141.40
Average price 161.91
Market capitalisation in CHF millions 936

Consolidated netincome per registered
share A 9.04

Price/earnings ratio per registered share A 15.64

Dividend per registered share A (proposed) 5.50

Net dividend yield, as a % 3.9

Standard & Poor's rating A (A/Stable/A-1)

Further information on VP Bank’s capital structure and core
shareholders can be found in the section "Corporate
Governance”, page 63 ff.

Cécile Bachmann

Head of Group Communications & Marketing
T +423 23523567 62 - F +423 235 66 20
investor.relations@vpbank.com
www.vpbank.com = Investors & Media
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Antony Lassan ianos
CEO VP Bank (Switzerland) Ltd

Expectations
are there to
be exceeded.

VP Bank in Switzerland

e
E Detailed information can be accessed at:
= www.vpbank.com/alacarte_switzerland
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Strategic orientation of VP Bank

Luxembourg @

Zurich @® Vaduz

@ Tortola

VP Bank'’s business model is based on two strategic pillars:

the intermediaries business and private banking. The
Liechtenstein home market also includes the retail and
commercial banking activities. In addition to these core
competencies, VP Bank Group has its own international
fund competency centre. Thanks to the valuable synergies
between the respective business segments, VP Bank can
offer its clients attractive value added across a broad
range of services.

VP Bank Group has international offices in six financial
centres: Vaduz, Zurich, Luxembourg, Singapore, Hong
Kong and Road Town (BVI). From these locations, VP Bank
actively cultivates its defined target markets and client
segments, differentiating between the intermediaries
business and private banking activities.

VP Bank's primary strategic goal is to pursue profitable
and qualitative growth through its activities in the target
markets and thereby ensure its independence. To that
end, VP Bank Group offers a comprehensive line of ser-
vices that correspond to its business model.

Target markets
Europe
Liechtenstein,
Switzerland, Germany,
Luxembourg, Russia,
Ukraine

Target markets
Asia

Singapore, Hong Kong,
Indonesia, Malaysia,

Thailand

Hong Kong e

Singapore @

VP Bank distinguishes between three market categories.
The target markets are relevant for the entire Group and
are actively developed across all segments. Opportunity
markets are those offering concrete growth potential

and where market penetration is pursued through site-
specific initiatives at reasonable cost. Clients in Other
markets - mainly in the intermediaries area - are offered
cross-border services upon request, to the extent allowed
by regulations, on a passive basis.

The target markets for Europe include Liechtenstein,
Switzerland, Germany, Luxembourg, Russia and Ukraine.
In Asia, they include Singapore, Hong Kong, Indonesia,
Malaysia and Thailand. Each site is responsible for the
market penetration efforts, which are coordinated at
Group level.

In October 2018, as part of the review of its market devel-
opment strategy for the Russian market, VP Bank closed
its Moscow representative office in order to generate
further productivity gains while reducing the complexity
and cost of internal processes. Russia remains a primary
target market of VP Bank Group; the market development
efforts are carried out mainly at the Zurich site as the com-
petency centre for Central and Eastern European markets.

Strategic orientation of VP Bank | Corporate stategy | Annual Report 2018
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In 2015, the Board of Directors and Group Executive
Management developed the “Strategy 2020" business
plan. Based on this plan, the Board of Directors defined
the medium-term goals through end-2020 as follows:

VP Bank’s medium-term goals

* CHF 50 billion in client assets under management
» CHF 80 million in consolidated netincome

» Cost/income ratio of less than 70 per cent

The 2020 strategy consists in three pillars with a long-term
approach:

©

Profitable growth

©

Consistent focus

U

Strengthening our culture

In order to achieve its defined growth targets, VP Bank is
pursuing a dual growth strategy.

Through organic growth, VP Bank aims to win new clients
in its target markets and expand the current client base in
order to further increase client assets under management.
We will achieve this objective by actively strengthening
the Bank's positioning in the all-important financial inter-
mediaries business, expanding the private banking busi-
ness and further building up the fund business.

Organic growth will also be supported through the addi-
tion of new client advisors. This approach was the impetus
for the “Relationship Manager Hiring” project initiated in
late 2016. This project seeks to hire a total of 75 new client
advisors by end-2019, with roughly one half hired at the
Bank’s Asian sites and the other half in Switzerland/Liech-
tenstein/Luxembourg. In 2018, a total of 24 new client
advisors joined VP Bank (2017: 24), thereby helping to
generate satisfactory new cash inflows. As regards pro-
jects, we continued to optimise back-office processes in
order to handle the increased growth.
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Along with organic growth, VP Bank intends to use its
very strong equity position to invest in growth through
acquisitions and joint ventures.

VP Bank also aims to pursue growth through continued
international diversification. The earnings contribution
from the international sites will be increased to 50% of
the total over the medium term.

We use the term “focus” to refer to productivity gains and
reduced complexities and costs for internal processes.

In particular we will also take advantage of changing
technological capabilities. The resulting productivity gains
are reinvested in the growth and digitalisation strategy.

VP Bank has established cross-functional teams to carry
out the implementation.

Among other factors, this approach is based on efficient
and dependable core banking services at low prices,
ideally on a digital and automated basis.

The identification of potential cost savings within the
Group was successfully implemented in recent years.
VP Bank has largely completed the necessary measures
related to the various projects. The knowledge gained
in this process has been applied to an on-going cost
management approach and resulted in more focused
product and service lines.

The third pillar of Strategy 2020 relates to VP Bank's
culture. In this regard, VP Bank has identified two key
areas: a sales and performance culture as well as the
overall corporate culture.

The measures aimed at strengthening the sales and per-
formance culture include our goal of further raising the
advisory quality offered by our employees. They receive
support through advisory tools such as Finfox as well as
training programmes and certifications.

Last year as in 2017, broad-based leadership seminars with
training sessions and workshops on the topic of manage-
ment culture were held for managers in all business
segments and at all office locations. The leadership pro-
gramme is divided into four modules, and in 2018 the
"Competent to lead” module was offered along with the
“Lead to perform” workshop. These measures help to
secure VP Bank'’s cultural values, foster commitment,
support managers’ continuing development and promote
the active sharing of experiences.

Our corporate culture is based on skilled, motivated and
service-oriented employees. VP Bank creates a good
workplace and work environment, one in which employees
are encouraged and can play an active role in shaping the
company. In that regard, four themes emerge:

* Work and working environment

* Active participation by the Bank

* Encouraging employees

* Shared experiences



VP Bank conducts employee surveys every two years in
order to stay informed about conditions for employees.
Thanks to the high survey return rate, we can introduce
targeted improvement measures.

Since 2015, the Bank has implemented the “myContri-
bution” idea and innovation management policy. All
employees are asked to play an active partin shaping

VP Bank and to submit ideas on how to improve the Bank.

VP Bank also supports its employees in their efforts to
broaden their technical skills, either through functional
training such as certifications for client advisors or through
continuing education on an individual level.

In order to strengthen the “team” approach, we created
the “VP Bank Journeys” programme in 2017. Employees
from throughout the Group get an up-close view of the
innovation culture at other companies through company
visits to other European cities.

A comprehensive overview of all measures for employees
is provided in the section “Employees of VP Bank” on page
43.

In 2018, VP Bank Group adapted its organisational and
management structure and reassigned the tasks within
Group Executive Management. These changes were made
in accordance withJ the Strategy 2020. More detailed
information is available under “The organisational struc-
ture of VP Bank Group” on page 14.

Executive management is supported by a broad second-
tier management level consisting in 20 people.

VP Bank was founded in 1956 by Guido Feger, one of
the leading trustees in Liechtenstein. From the outset,
VP Bank therefore saw its role as a dependable and
competent financial partner for intermediaries. VP Bank
focuses on large, internationally oriented trustees as well
as medium-sized external asset managers.

To be successful in this demanding segment requires the
Bank to respond to changing client needs in Europe and
Asia, satisfy regulatory requirements and notably take
advantage of technological developments in the process.

For its intermediaries business, VP Bank Group uses a
hybrid business model. Basic banking services on behalf
of the end customers of intermediaries are designed to
be as efficient, dependable and cost effective as possible
using digital channels. The Bank then offers high-quality
advisory services for intermediaries and end clients.

Along with the traditional custody business, the bank
offers end clients comprehensive investment advisory,

asset management, wealth planning and lending solutions.

Specialised IT solutions such as e-bankingP's are offered
specifically to intermediaries. With the ProLink information
platform, intermediaries clients have a simple and speedy
way to access the most important information and services
they need for their daily work. These include extensive
coverage of financial market events, regular publications

on business and economic issues, the latest news on tax
and regulatory developments as well as all required forms.

VP Bank also offers complete fund solutions, from advisory
to risk management to fund administration. The exclusive
investment and trading services complete these offerings,
enabling intermediaries to make use of a variety of ser-
vices. They can thus access comprehensive market
research and publications, review their existing positions
as part of a "Wealth Health Check” or receive investment
advice or get direct access to trading experts through

VP Bank's "active advisory” as needed. We also help clients
select appropriate funds or structured products. Along
with investment and trading services, VP Bank offers
comprehensive advisory on issues such as legal, compli-
ance and taxes.

With its five international booking centres, VP Bank is
one of the few banks of its size to have this unusually
broad global presence. We offer our clients substantial
value-added through our comprehensive offerings.

In private banking, VP Bank focuses mainly on the defined
client segments High Net Worth Individuals (HNWI) and
Ultra High Net Worth Individuals (UHNWI). In the Liechten-
stein home market, the Bank also supports the Affluent
Client and Retail Client segments.

VP Bank offers its clients a broad range of personalised
solutions from investments to financing to wealth manage-
ment and asset structuring.

Digital banking services were expanded in 2018. A new
e-banking platform was launched and specific processes
such as account opening and closing were automated.
Client advisors were also equipped with iPads.

The advisory process was enhanced with the “Finfox”
application. This tool makes it possible to perform wealth
management and investment planning in a timely and
efficient manner. Finfox gets the client involved inter-
actively in the investment advisory process and enables
direct implementation of investment decisions.

The fund business plays a central role at VP Bank. It
complements the private banking and intermediaries
businesses and represents an attractive growth segment.

The fund business encompasses the activity with third-
party funds and proprietary funds and is managed under
the VP Fund Solutions umbrella. With VP Fund Solutions,
VP Bank Group has an innovative and dynamic inter-
national fund competency centre and a one-stop shop for
all services related to the fund business. The competency
centre is comprised of VP Fund Solutions (Liechtenstein)
AG and VP Fund Solutions (Luxembourg) SA, with the
Group-wide management of this strategically important
business based in Luxembourg.

With 20 years of experience, VP Fund Solutions offers
close, cross-border teamwork with locally and internation-
ally renowned asset managers. Through its cooperation
with VP Bank, which acts as custodian bank and paying
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agent, VP Fund Solutions has access to VP Bank Group’s
international reach and cost-optimised network of deposi-
tories for the clearing and settlement of fund managers’
investment decisions.

The geographic focus of VP Fund Solutions lies in Ger-
many, Liechtenstein, Switzerland, the Benelux countries,
Scandinavia, the United Kingdom and Asia. The initiators
and clients consist in external asset managers and family
offices.

2018 was a particularly successful year for our fund busi-
ness, which confirmed the relevance of our "one stop
shop” strategy. VP Fund Solutions is the number 1 private
label fund manager in Liechtenstein and a recognised and
sought-after third-party management company in Luxem-
bourg. In 2018, the profit from new clients grew above the
market average..

In a competitive environment of falling earnings and rising
costs, clear differentiation is a decisive factor for success.
VP Bank Group's lending business is a key feature that sets
it apart from other traditional private banks. Itis further
enhanced by the Bank’s flexibility, agility, short deci-
sion-making channels and trusted client advisors familiar
with mind-set of the clients in the respective markets.

For many years, the lending business has served as a
steady, dependable source of income for VP Bank Group;
it provides a significant and stable earnings contribution.

The lending strategy is an integral part of VP Bank Group's
service offerings. Itis conceived in accordance with the
strategies of the two strategic business segments, private
banking and intermediaries, as well as market strategies
and is aligned with them. We offer standard financing for
retail and corporate clients. The lending business provides

substantial support to the organic growth of the private
banking and intermediaries business by expanding the
financing offerings on the one hand and by fostering closer
and more sustained client ties on the other.

The growth of client assets in the international business
continues to trend favourably, in contrast to the situation

in the saturated European markets. We take advantage of
this trend and adjust our credit offerings to the respective
market and client needs while securing our position in with
local businesses as a skilled and reliable financing partner.

The continued development of the lending business is
essential for VP Bank Group to achieve its medium-term
goals. This development should consist in both organic
growth as well as mergers and acquisitions. In that regard,
we strive to provide a line of credit products tailored to
the market and clients at the various booking sites.

The relentless trend towards digitalisation and the in-
creasing significance of IT-based processes and solutions
- both in the intermediaries business and in private
banking - call for a strategic approach, one that VP Bank
is systematically executing within the framework of its
digitalisation strategy. This involves an across-the-board
modernisation of the communication channels with
clients and employees as well as a broadening of the
Bank's online offerings.

For example, VP Bank has started to apply a hybrid advi-
sory model that combines tried and true personal financial
consulting with modern technologies and digital services,
in which tools that support the client advisors and various
client segments play a central role.

As part of the trend toward digitising processes, data and
communications channels, we introduced numerous
measures that have been implemented steadily since 2016.

VP Bank'’s digitalisation strategy centres on the following major objectives:

Expansion of

online services

advisory

Group-wide
digitalisation of
business processes

Comprehensive
modernisation of

communication channels
with clients
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The main focus is on solutions that can be implemented
on a Group-wide basis and standardised.

VP Bank has identified concrete action fields to be imple-
mented as part of a Group-wide programme. This will be
accomplished in two phases:

The first phase centres on technical modernisation of
the existing online services as well as specific functional
improvements for all VP Bank client segments. In that
regard, the use of online services will be made simpler
and usability and convenience will thereby be enhanced.
In the spring of 2018, the redesigned client portal com-
bined with expanded e-banking features was launched
and will continue to be expanded according to client
needs.

In a second phase, VP Bank is making targeted investments
in its internal systems and databases so that advisors have
more time to support their clients and make the right deci-
sions together. Following an extensive analysis, the num-
ber of client advisor positions will be steadily expanded in
the coming two years in order to better serve the various
needs of our clients.

The Asia/Pacific region is one of the most important
growth markets for private banking and is one of the iden-
tified target markets where VP Bank sees attractive growth
opportunities. VP Bank has positioned itself as a "boutique
bank” that provides first-class solutions to satisfy demand-
ing standards.

In Asia, VP Bank is represented in the major financial
centres. It has an asset management company and repre-
sentative office in Hong Kong as well as a branch in Singa-
pore with around 80 employees. The Bank's business
model in Asia is also based on the two strategic pillars of
private banking and intermediaries. The target markets
include Southeast Asia, notably Singapore, Hong Kong,
Indonesia, Malaysia and Thailand. The client segments
range from high net worth individuals with at least SGD
(Singapore dollar) 1 million in assets to ultra high net worth
individuals.

The growing number of intermediaries clients in Asia also
creates promising opportunities. In this segment, VP Bank
offers its clients regionally oriented service models for
trustees and external asset managers as well as personal-
ised support. The development of strategic partnerships is
also being advanced. Clients benefit from direct market
access to VP Bank’s trading desks in Singapore and Liech-
tenstein/Switzerland, which cover the major time zones.

In recent years we have noticeably expanded our presence
in Asia. 2018 marked VP Bank’s 10 year anniversary in
Singapore, and in April of that year the Bank doubled the
size of its office space in order to keep pace with growth
and have room for further expansion. The number of
employees in Singapore rose by 49 to 72 in 2018.

We are expanding our Singapore branch by adding
advisors in the investment advisory, wealth consulting and
estate planning areas. In 2018 we also significantly
expanded our product line with specific offers for our
Asian clients.

In 2018 the subsidiary VP Bank (Singapore) Ltd was con-
verted to a branch and the banking license was upgraded
from merchant bank to wholesale bank in order to imple-
ment VP Bank’s growth strategy in Asia in a more targeted
and efficient manner. As from 1 September 2018, VP Bank’s
business in Singapore is conducted by our branch, VP Bank
Ltd Singapore Branch.

A good brand uses the company’s strengths and potential.
It creates an emotional connection by appealing to the
sensibilities of the target group. A truly strong brand
requires the courage to seek differentiation.

A consistent brand experience is important to convey a
unified corporate identity both within the company and
externally. All points of contact with VP Bank must there-
fore be configured to act as brand ambassadors. That way
we achieve a thoroughly consistent experience, one that
enables us to stand clearly apart from the competition and
gain a competitive advantage.

VP Bank's brand elicits emotions, creates connections and
offers guidance. It also instils a sense of identity for our
employees.

VP Bank'’s brand is comprised of two fundamental compo-
nents: the brand strategy by which our brand positioning
is defined and the brand design through which a highly
unique identity is achieved. The goal of our strong brand is
to create a clearly recognisable image for all stakeholders
from both a content and visual perspective.

VP Bank constantly develops and adjusts the brand com-
ponents as needed. As regards content, the most recent
change occurred in 2017 when the brand focus was refined
in order to clearly define what VP Bank stands for and does.

The respective hierarchies of the VP Bank brand are shown
in the brand pyramid as the basis for our common action.
Itincludes all the components of the vision and mission up
to our conduct and our promise.

More detailed information on our brand identity can be
found on our website under “About us / VP Bank Brand":
www.vpbank.com/brand

Vision

Mission

Corporate goals

Corporate strategy

Approach and promise
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In 2008, VP Bank conceived its “Strategy 2018". This strat-
egy included the creation and systematic development
of the "private banking clients” and "intermediaries” busi-
ness units. It was made in response to a structural shift in
the global distribution of assets and it substantiated the
growing relevance of markets in the Near East, Eastern
Europe and Asia.

We steadily and consistently implemented the 2008 strate-
gic orientation; the core business segments "Private Bank-
ing” and "Intermediaries” have grown very successfully.
Valuable progress was also made through organic growth
and acquisitions. Thus in 2013 VP Bank acquired the
private banking activities of HSBC Trinkaus & Burkhardt
(International) SA as well as the private banking-oriented
fund business of HSBC Trinkaus Investment Managers SA
in Luxembourg. Then in 2015 it acquired and integrated
Centrum Bank in Liechtenstein, whose former sole share-
holder Marxer Stiftung fir Bank- und Unternehmenswerte
is now a core shareholder of VP Bank Group. In 2018,

VP Bank penetrated the Scandinavian market through the
acquisition of the fund management and custody activities
of Luxembourg-based Carnegie Investment Funds as well
as the Luxembourg private banking activities of Sweden'’s
Catella Bank.

The continuous expansion of the Asian sites in Singapore
and Hong Kong during the past 10 years shows their major
importance and enables us to provide local support to
clients in the Asian target markets. The business activities
with Eastern European clients was also expanded steadily
according to plan.

Growth remains a central concern for VP Bank in 2019.
The "Relationship Manager Hiring” programme runs
through end-2019 and continues the steady expansion
of the advisor teams in the intermediaries and private
banking segments. Along with organic growth, we would
also like to use the very strong equity position to invest
in growth through acquisitions.
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A key focus is the continued development of our digitali-

sation strategy. We will undertake the following projects

in 2019:

* Implementation of the digitalisation strategy with a focus
on improved service offerings for our clients

» Continuous process improvements in order to support
the growth of our Bank sustainably and efficiently

* Implementation of more efficient compliance solutions
in order to satisfy growing regulatory requirements

* Implementation of additional regulatory requirements
such as FIDLEG in Switzerland

Under the banner of “Future of Banking” we are working to
prepare the future of VP Bank Group. The corresponding
themes include networking with partners, multi-channel
communications and interaction as well as artificial
intelligence.

The importance of our Asian business will continue to
grow. We are therefore investing in this area. The Singa-
pore branch serves as a platform for future growth in this
regard.

Following the acquisition of the investment funds of the
Swedish financial services group Carnegie as well as the
transaction with Catella Bank S.A., we have added another
focal point for the growth of our activities in the Scandina-
vian market in 2019.

The investment business represents a key pillar for the
successful implementation of our growth strategy. The
environment marked by low interest rates, persistent and
significant political uncertainty and new developments

in the area of big data and artificial intelligence make it
necessary and possible to create new solutions that allow
us to support our clients optimally as they seek to achieve
their financial goals. This objective goes hand in hand with
our brand strategy in order to ensure recognisability.

The implementation of sustainable products and services
and the expansion of our proprietary fund products are
other growth drivers for 2019.

The sharp increase in net new money inflows at VP Bank
Group in 2018 confirms the relevance of our strategic
orientation. VP Bank will therefore continue its pursuit of
broad-based growth.



Strategic partnerships

Strategic partnerships are a key part of VP Bank'’s business
model. Cooperative ventures are a means of combating
rising costs, increasing efficiency and jointly taking advan-
tage of market circumstances. The cooperating partners
can thus use their knowledge, capabilities and information.

Through these partnerships, VP Bank strives to generate
synergies for both firms and thereby develop new business
models based on alliances. These partnerships also help
to promote the sharing of best practices and support for
innovations. VP Bank is constantly sharing experiences
with other banks and service providers in order to use and
optimise available resources. Sharing know-how benefits
all participants and makes it possible to serve clients more
effectively.

The "Partnering Solutions” unit, established within the
Group Investment Center in the spring of 2017, seeks to
work with selected asset managers on a systematic basis.
VP Bank thereby seeks close cooperation with targeted
partners in order to offer their clients demonstrable value
added in the products area. This approach provides access
to attractive, institutional investment strategies that would
otherwise be out of reach due to high entry barriers or not
covered by the established fund selection process.

The investment partnering concept offers clients easier
access, lower costs and a wider range of yield and risk
profiles, and the ability to scale up as needed provides
access to the most up-to-date and cutting edge market
expertise. It also increases efficiency while lowering costs.
The careful due diligence review by VP Bank investment
specialists provides investors with an added level of secu-
rity.

Graphic depiction of the Partnering Solutions process

Select providers
(due diligence)

Identify investment
opportunities

Create investment solution

Last year, the partnering concept concentrated on building
up and expanding partnerships while maintaining existing
investment programmes. The main area of focus involved
the investment of own funds and creation of the proprie-
tary VP Bank private market portfolio. These moves
strengthen cooperation with various managers and also
serve as the foundation for market access for clients. From
an organisational standpoint, the “Partnering Solutions”
unit was reassigned to the CIO Office. This shift under-
scores its strategic importance and promotes synergies
within the Bank. In 2019 the product line will be further
expanded and strategically developed.

Since 2010 VP Bank has worked with Liechtensteinische
Landesbank (LLB) on printing and mailing account and
deposit statements, quarterly and annual reporting and
all types of customised bulk mailing and created a joint
purchasing company.

In another strategic cooperation with LLB, VP Bank’s
business processes are supported through flexible,
stable and effective IT and logistics services. As part of
this cooperation, VP Bank has leased space at LLB's data
centre since 2012.

Another longstanding partnership exists with a third-party
provider for the Group-wide procurement and manage-
ment of financial information systems at optimised cost
and performance. This partnership enables VP Bank to
optimise all related processes such as operating and
contract management, reporting and support while sus-
tainably lowering costs. Among the results of this partner-
ship was the creation of a joint venture with LLB for finan-
cial information systems procurement in 2011.

Distribution
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VP Bank's sustainability management

VP Bank's role in society is guided by its sense of environ-
mental, economic and social responsibility toward its
stakeholders. For VP Bank, a management approach

that embraces sustainable corporate leadership plays an
essential role in its successful entrepreneurial activity.

VP Bank Group is committed to the principle of sustain-
ability. It firmly believes that responsible actions and
economic success go hand in hand. A bank’s business
model is based on the trust of its clients. VP Bank's activi-
ties in the area of sustainability foster and reinforce that
trust. Therefore, responsible business practices are a key
element of VP Bank’s corporate culture, internal work pro-
cesses and operating business. VP Bank also maintains
high corporate governance standards.

VP Bank maintains a constructive dialogue with its clients,
employees and shareholders, as well as other constituents
of broader society, and takes their feedback into account
in its business decisions. By doing so, the Bank generates
added value for all of its stakeholders.

Stifung Furstl. Kommerzienrat Guido Feger is the largest
shareholder of VP Bank. Established by the Bank’s founder
in 1954, it supports social, charitable and cultural projects,
thereby shaping the corporate culture at VP Bank Group
and lending expression to the Bank'’s social character.

VP Bank strives to be environmentally responsible by
implementing targeted measures for the sustainable use
of resources. Moreover, through its ordinary business
activities VP Bank has considerable interaction with society
and thereby contributes to the further development and
preservation of Liechtenstein as an economic and business
centre.

With its sustainability policy, VP Bank strives for precise
minimum standards for its products and services. This
policy applies to the acceptance of client deposits, lending
and the investment business. VP Bank therefore makes
every effort to keep its banking operations carbon neutral.

A Corporate Social Responsibility (CSR) Board, which is
chaired by the Chief Investment Officer in his capacity

as a member of VP Bank Group Executive Management,
oversees the practical implementation of sustainability
issues. Managing these issues is a cross-functional task that
requires input from multiple VP Bank Group departments.
The CSR Board therefore interacts with many other depart-

ments and supports them by conducting pertinent sur-
veys. These other departments include Human Resources,
Product Management, Technical Support, Facility Manage-
ment & Services, Investment Management, Corporate
Communications, e-banking and General Counsel & Chief
Risk Officer.

The units of the “General Counsel & Chief Risk Officer”
function support all VP Bank employees on matters involv-
ing compliance with statutory and regulatory provisions.
Group Compliance, Group Tax and Group Risk identify
risks and suggest various solutions that comply with these
provisions so that risks can be minimised and systemati-
cally monitored. Internal rules are also established to
ensure compliance with all provisions, and controls are
implemented.

In the risk management area, VP Bank pursues long-term
goals and adopts a conscientious approach.

A comprehensive description of risk management is pre-
sented in the section “Risk Management of VP Bank Group”
on pages 118 ff.

VP Bank promotes customer proximity and trust through
voluntary commitments to ethical principles in its business
practices and creates a solid foundation for operating
principles.

VP Bank works actively to combat bribery, which is the
basis for corruption, the granting or receiving of advan-
tages and financial crimes in the banking business.

This objective is accomplished on the one hand through
on-going training for client advisors and on the other
through internal monitoring measures.

The Code of Conduct, which is well established at VP Bank,
as well as the Bank’s values and management principles
underpin VP Bank's binding commitment to ethically cor-
rect management and serve as a guide for good conduct.

VP Bank also has rules covering key topics such as banking
secrecy, data protection, conflicts of interest, insider infor-
mation and data integrity as well as such areas as equal
opportunity and social media. The respective provisions
are communicated to all employees through continuous
training initiatives.

Violations of the Code of Conduct or against VP Bank
rules are penalised through uncompromising disciplinary
measures and consequences as authorised by labour law.
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Conflicts of interest may arise between the Bank and
clients, between individual clients, between the Bank, its
governance bodies, employees and clients and within

VP Bank Group or between VP Bank subsidiaries and other
financial services companies. Such conflicts may involve
traditional banking transactions as well as other business
opportunities or purposes.

A comprehensive set of rules and supporting processes
(e.g. with respect to benefits) exists to maintain objectivity
and prevent conflicts of interest.

VP Bank acts in the best interests of its clients. To that
end, a strict division of tasks exists between the asset
management, investment advisory, trading, financial
analysis, financing, risk monitoring and clearing depart-
ments, and Chinese walls prevent the sharing of sensitive
information in this regard.
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VP Bank is unreservedly committed to the clean money
strategy of the Liechtenstein banking centre and therefore
fully implements the corresponding binding provisions

of the Liechtenstein Bankers Association. Through their
conduct and activities, VP Bank employees do not support
any unauthorised transactions that would serve to reduce
taxes or duties or conceal tax-related information.

In addition, VP Bank observes all national and international
tax regulatory requirements such as Ql, FATCA and the
Automatic Exchange of Information.



CSR - Reporting

CSR vision of VP Bank

VP Bank uses its role as
an internationally operating
private bank to ensure that

its actions have a positive impact

on society and the environment
and make a positive contribution
to the long-term development
of the financial sector.

VP Bank's goal is to further develop and improve its work
in the sustainability policy area. Group Executive Manage-
ment promotes VP Bank's heightened commitment to
sustainability and corporate social responsibility (CSR).
The related measures include more active networking
with the corresponding stakeholders, VP Bank’s member-
ship in the UN Global Compact (see below), awareness-
raising initiatives within the Bank, integrating sustainability
criteria more closely in the investment process and advi-
sory discussions and a wide-ranging societal commitment.
The CSR vision defines VP Bank's goals.

A CSR Board chaired by the Chief Investment Officer was
set up in 2015 to implement this strategy. Among the
concrete measures taken in 2018 were the continued
support of the drinking water project "Drink & Donate",
the advancement of sustainability in the investment
process, the expansion of sustainability mandates at

VP Bank as well as internal measures relating to the topics
of "Volunteering Day", saving electricity and reducing
paper consumption. VP Bank's intranet provides employ-
ees with an overview of its activities.

In May 2018, VP Bank supported the Green Summit at the
University of Liechtenstein. The aim is to promote the
transition to sustainability. In this context, the Institute of
Finance of the University of Liechtenstein organised a
workshop on the topic of sustainable finance, in which
academics from various universities presented their
research results in the field of sustainable investing.

The best work received the VP Bank Best Paper Award.

Further reports on these measures are presented in the
following sections. The current target attainment figures
are largely based on data from Liechtenstein. VP Bank
plans to introduce Group-wide environmental reporting
in the coming years.

Transparency is essential for doing business and assuming
corporate responsibility in a sustainable way. This means
disclosing information that is important to the key interest
groups/stakeholders. As a socially responsible company,
VP Bank also wants to set an example through its reporting
to stakeholders. The brochure "Sustainability at VP Bank"
provides an overview of the measures taken.

In effort to make Europe’s economy more successful and
competitive, the EU has prescribed that major companies
with dealings in capital markets must in the future disclose
not only financial but also non-financial key figures. In
February 2014, the EU member states agreed on a report-
ing obligation concerning corporate social responsibility
(CSR). As from 2017, large companies with more than

500 employees must report on their achievements in
matters involving the environment, society, employees,
human rights, the fight against corruption and diversity

in management bodies. The UN Global Compact is

one of the models that companies can draw on for this
purpose.
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VP Bank uses the 10 principles of the United Nations
Global Compact as the guiding principle of its sustain-
ability policy.

The United Nations Global Compact is a universal con-
vention concluded between companies and the UN
with the aim of shaping globalisation in a more social
and environmentally friendly way. It is the largest sus-
tainability initiative the world has ever seen, in excess of
13,500 signatories in nearly 160 countries, including
more than 9,900 companies.

VP Bank has been a signatory company since 2016 and
thereby made a commitment to the UN Global Com-
pact (UNGC) "Ten Principles” of responsible business.
VP Bank expects its employees and management as
well as its partners and suppliers to demonstrate
responsible conduct under these principles.

The signatory companies must publish an annual report
on compliance with these 10 principles. VP Bank’s 2018
UN Global Compact Communication on Progress (COP)
reportis available on the website of the UN Global
Compact as well as that of VP Bank under "About us

- Responsibility - Sustainability.”

www.vpbank.com/communication_on_progress www.unglobalcompact.org
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Principle 1:

Principle 2:

Principle 3:

Principle 4:

Principle 5:

Principle 6:

Principle 7:

Principle 8:

Principle 9:

Principle 10:

VP Bank pledges to respect internation-
ally proclaimed human rights and pro-
mote them within its sphere of influence.

VP Bank ensures that it is not complicit
in human rights abuses.

VP Bank respects the rights of its
employees to associate freely and
recognises their right to collective
bargaining.

VP Bank prohibits all types of forced and
compulsory labour.

VP Bank advocates for the elimination of
child labour.

VP Bank prohibits any form of discrimina-
tion in respect of employment and occu-
pation.

VP Bank supports a precautionary
approach to environmental challenges.

VP Bank undertakes initiatives to
promote greater environmental respon-
sibility.

VP Bank encourages the development
and diffusion of environmentally friendly
technologies.

VP Bank works against corruption in all
its forms, notably extortion and bribery.




VP Bank's stakeholders

We maintain continuous contact with our stakeholder
groups and keep them informed of VP Bank's performance
and activities in the corporate social responsibility area.
This is how we ensure transparency and build trust.

VP Bank'’s stakeholders include all organisations and
persons interact with the company on financial, legal,
operational and technical matters. VP Bank's main stake-
holder groups are classified into six groups:

Clients

Authorities

Board of
Directors, Group

A financial, Executive
Suppliers YR it Management and
and business or other special employees

partners interest

Shareholders,

The investors
media and and financial
the general analysts

public .

Each stakeholder group has different demands; it is there-
fore even more important to learn and understand their
motivations. To that end, VP Bank strives to maintain an
on-going dialogue and integrate the lessons learned and
experiences in its activities. Through these exchanges,

we can recognise trends at an early stage while furthering
our corporate social responsibility initiatives.

We communicate with our stakeholders in a targeted
manner and through various platforms. They include:

Regulatory authorities
* Trade organisation work and participation in interest
groups

Clients
* Client discussions and feedback management

Board of Directors, Group Executive Management and
employees

* Employee discussions

* In-house events

* In-house magazine and "VP Bank Journeys”

Shareholders, investors and analysts
* Investor meetings, road shows and investor’s day
* Sector-specific information sharing

Media and the general public

* Press conferences

* Thematic conferences

* Trade shows

* PR work on investment, market and company subjects

Suppliers and partners
» Cooperation with schools, institutes of higher learning and
universities as well as sustainable suppliers

VP Bank maintains regular contacts with rating agency ana-
lysts and informs them continuously as regards business
developments in order to ensure the most accurate assess-
ment possible.

The relative share of investors taking sustainability issues
into account in investment decisions is growing steadily. The
successful placement of financial products also depends on
the extent to which the demands of sustainable investors are
met. In recent years, therefore, the dialogue with sustainabil-
ity ratings agencies has intensified. This dialogue covers the
sustainability analyses for investment solutions, in particular
the line of umbrella funds offered by VP Fund Solutions,
which was included in a sustainability ranking in 2016.

As a member of numerous federations and associations,
VP Bank fosters a dialogue with business and society.
The type of collaboration is tailored to suit the particular
needs and objectives.

The dialogue with clients, media and investors is carried out
on either a scheduled or as-needed basis. The relevant
departments and teams, for example Legal & Compliance,
Corporate Communications, Investor Relations, Human
Resources Management, Investment Solutions and IT, are
responsible for maintaining this interaction.

These memberships involve important business and industry
federations such as the Liechtenstein Bankers Association,
the Liechtenstein Chamber of Industry and Commerce and
the Swiss Bankers Association.

Other memberships, such as those in the International
Center for Corporate Governance, the International Capital
Market Association, the Occupational Health Managers
Forum and the Swiss Investor Relations Association, are
excellent venues for the transfer of know-how.

Memberships in the Swiss Business Council for Sustainable
Development (Obu) and the Liechtenstein Society for
Environmental Protection serve as a means of sharing best
practices in the area of sustainability.
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VP Bank'’s client advisory

VP Bank has a diversified business model with clearly
defined business segments. The core activity consists

in the business with affluent private clients and financial
intermediaries. The product line is enhanced through
comprehensive fund solutions for fund providers, asset
managers and management companies. In Liechtenstein
and Switzerland, VP Bank offers a broad universal banking
line for retail clients, small to medium-sized companies
and real estate companies.

VP Bank'’s client advisors work with clients in the private
banking, intermediaries and corporate segments. By
assigning client advisors to clearly defined segments, the
Bank ensures the best possible advisory quality and a
focus on the respective needs of clients in each segment.
Thanks to numerous synergies between the respective
business segments, VP Bank clients benefit from attractive
value added among the products and services.

For its advisory activity, VP Bank focuses on personalised
support, quick decision-making capabilities, agility, flexi-
ble and sustainable solutions and a long-term approach.
The strong net new money inflows in 2018 were generated
by clients across all VP Bank's segments and sites.

The quality of the customer service and support is regu-
larly assessed by independent specialists. As part of the
"Tops 2019" assessment published by Fuchsbriefe in
Germany, VP Bank was rated "Very Good" for transparency
and "Good" in the overall category. The ratings firm high-
lighted the well-informed advisory service, broadly diversi-
fied portfolio and outstanding transparency.

VP Bank's activities revolve primarily around its defined
target markets (see "Strategic orientation of VP Bank”

on page 25). Additional growth potential is developed

in other opportunity markets - mainly other regions in
Europe. In 2018, for example, we successfully penetrated
the Scandinavian market through the acquisition of fund
clients of Carnegie Fund Services along with private bank-
ing clients of Catella Bank in Luxembourg.

VP Bank regularly ascertains its clients’ views and assesses
its advisory quality, thereby gaining continuous insight as
to how it can adapt its services to satisfy client needs more
effectively. Internal processes on the delivery of services
are also reviewed and optimised with help from client
feedback. The Bank pays close attention to future client
needs so that we can provide services that address them
now or move in that direction. We constantly solicit client
feedback through personal discussions, contact forms

on the website and regular client surveys.
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In the event of complaint situations, the Bank speaks
directly with the clients to find ways to remedy the existing
situation and determine the implications for managing

the relationship going forward. This approach also satisfies
the complaint resolution guidelines of the Financial Market
Authority (FMA) Liechtenstein.

VP Bank's strengths are its comprehensive client support
and the combination of diverse services. Complex client
requirements are assessed systematically by taking into
account the economic, legal and risk aspects along with
operational considerations, and clients are kept constantly
informed about the status.

The Bank's service offerings start with basic services for
account and custody management and payments. For
private clients, we offer customised asset management
and investment advisory, asset structuring, prevention
and estate planning, financing and fund solutions.

In the investment solutions area, VP Bank has a broad
range of investment advisory and asset management
options. Clients can work together with their client advisor
and investment specialists to put together an optimal port-
folio that combines their own ideas along with proposals
from the Bank. On-going portfolio monitoring ensures
compliance with the client’s risk profile and specifications.
A specialised advisory team offers clients support for their
specific individual requirements.

In the asset management area, clients may choose between
mandates for fund-based products and individual secu-
rities. They can also determine the frequency of the port-
folio adjustments. VP Bank also offers a sustainability
mandate that places further emphasis on environmental,
social and corporate governance issues.

The lending business is aligned with the strategic business
segments, i.e. intermediaries and private banking. The
linkage between investment and financing solutions and
the establishment of specialised solutions are key differen-
tiation factors relative to traditional private banks. In the
local lending business, VP Bank is very well positioned as a
lender to retail and company clients.

In order to provide comprehensive support for our clients,
VP Bank works together with outside specialists. We are
thus able to recommend partners to our clients for asset
structuring, prevention and estate planning, tax advisory,
business advisory and business transactions.

Financial intermediaries and fund providers benefit from a
diverse range of services customised just for them. Along
with basic account and portfolio management, custody
and order processing services, VP Bank offers special ser-
vices tailored specifically to intermediaries for investment
and regulatory advisory as well as fund solutions.



A broad range of digital solutions for sharing data and
information makes VP Bank a leading bank for inter-
mediaries clients. These clients benefit in particular from
the new e-banking platform, which was completely
upgraded in 2018. The full panoply of features customised
for intermediaries, such as user administration capabilities
by the intermediaries themselves, was improved with
optimised user navigation, new technologies and brand
new layout. ProLink, the highly regarded intermediaries
portal was also enhanced with new features, such that
clients can take advantage of a comprehensive, real time
information platform. A new interface compatible with
the Electronic Banking Internet Communication Standard
(EBICS) was also launched in order to standardise the
sharing of payment transaction data.

For client advisory, VP Bank relies on personal contacts
between advisors and specialists. In so doing, the Bank
can recognise the more complex client needs while anti-
cipating future ones.

Digital tools support our client advisors with this process,
from the client meeting preparation phase to the execution
phase following the meeting. Tablets make it possible

to simulate various investment proposals directly during
the advisory meeting, make adjustments jointly and place
orders. Portfolio adjustments thereby become much more
transparent and tangible. It becomes possible to make
well-informed decisions even during the client discussions,
since the client advisor can provide immediate answers to
questions and clarifications.

In addition to enhancing the transparency of investment
proposals through simulations and adjustments, the
tablets can also be used to gather the latest information
during the period leading up to the client discussion, for
example with the on-boarding process initiated directly

on the tablets. Clients benefit from efficient communica-
tions with the Bank, and itis no longer necessary to input
information manually after the fact. In 2019, tablets will also
be provided to the client advisors in the Singapore office.

The use of digital tools makes it possible to resolve simple
and recurring client needs efficiently, regardless of time
and place. It also enables the advisors to focus on the more
complex client needs during the personal discussions.

VP Bank's new e-banking offers intermediaries and private
clients improved and efficient user administration, greater
oversight capabilities and new features such as access to
market data. The groundwork was also laid for a client
portal offering access to market information and services
such as payments, account queries, order placement and
e-Post.

VP Bank's clearly defined advisory process ensures that
individual client needs are implemented professionally.
It also provides client advisors with guidelines based on
default solutions for recurring processes and activities,
digital and other resources, quality requirements, the
definition of responsibilities and collaboration between
internal and external partners. These tools give the client
advisor more time to support clients individually.

The steps in the advisory process include new client
development, understanding, advising and implementing
client preferences and long-term accompanying the imple-
mentation.

In 2018 we revised our advisory process for intermediaries
and implemented it at the Group’s European sites. This
process was then introduced in Singapore in early 2019.
The on-boarding process in the intermediaries area was
also restructured and standardised throughout the Group
in 2018 in order to accelerate processes.

Details on the advisory process can be found in the online
annual report.

Understand

Accompany Advise

Implement

www.vpbank.com/advisory_process
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In 2018, new regulatory provisions were introduced or
enhanced, and all client-facing employees were given
appropriate training. Processes were introduced in
connection with the General Data Protection Regulation
(GDPR) so that clients can exercise their rights as regards
data protection. At the Liechtenstein site, the expansion

of the European Market Infrastructure Regulation (EMIR)
to the European Economic Area was implemented. Further
measures in connection with the Markets in Financial
Instruments Directive (MiFID) and the Automatic Exchange
of Information were also undertaken. In particular, the
MiFID provisions introduced in 2017 and implemented
starting in 2018 improve investment protections for clients
through increased transparency on costs, product suita-
bility and order execution.

Highly trained client advisors are the foundation for excel-
lent support. VP Bank invests continuously in their training
and continuing education. In 2018 several client advisors
at the Liechtenstein and Swiss sites received their inter-
national certification from the Swiss Association for Quality
(SAQ). These measures are further enhanced through
on-going training on technical, economic and regulatory
issues.

At 31 December 2018, VP Bank had client assets totalling
CHF 41.5 billion, up 2.8 per cent from the previous year.

It also held another CHF 7.0 billion in custody assets, bring-
ing total client and custody assets to CHF 48.5 billion at
the end of the reporting period (2017: CHF 46.4 billion.)
Overall, VP Bank Group recorded net new client money
totalling CHF 3,197 million.

Classification of client assets under management

Client assets under management excl. custody assets (in CHF billion)

+2.8%
]

40.4 41.5
34.8 35.8

2014 2015 2016 2017 2018

Assets under management in 2018 according to the domicile
of the beneficial owners

1 Liechtenstein 33.6 %
2 Luxembourg 15.6 %
3 Switzerland 15.0 %
4 Germany 4.5 %

5 BVI 3.4%

5 Hong Kong 2.9 %

5 Russian Fed. 1.9 %

8 Rest of the
world 23.0 %

in % 31.12.2018 31.12.2017
Analysis by asset class

Liquidity 27 27
Bonds 19 19
Equities 21 22
Investment funds 28 28
Other 5 4
Total 100 100
Analysis by currency

CHF 23 24
EUR 31 31
usbD 32 33
Other 14 12
Total 100 100
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Fmployees of VP Bank

Our employees are continuously called upon to adapt to
the rapid transformation of the financial services industry,
with its new regulations and market conditions.

For VP Bank, it is essential that employees be connected
and feel they belong to the company in order to overcome
the challenges they face and lead the company toward a
continued successful future. VP Bank therefore conducts
regular surveys in order to measure employee commit-
ment and satisfaction. The goal of the Group-wide survey
is to determine areas for improvement and maintain exist-
ing strengths. In 2017, a Group-wide survey was conducted
that received an outstanding 91 per cent response rate.
The next survey is scheduled for 2019.

VP Bank is committed to providing professional training for
interns in the sales and information technology areas.
Highly trained instructors complement the trade schools

www.vpbank.com/generating_enthusiasm

and pass on their industry knowledge, thereby ensuring
that trainees can apply their knowledge in practice and
learn about the broadest range of work and operating
areas. These efforts lay the foundation for future career
moves following the training period. The Bank’s appeal
among young employees is evidenced by the fact that
more than 80 per cent of trainees continue to work at

VP Bank three years after they have completed their train-
ing, and two-thirds of these young talents have already
taken their first step up the ladder through either a change
in position or by pursuing higher-level external training.
For the Bank, the development of trainees through the
dual work/education system continues to represent a
strategically important talent management component.

Last year, the development programme for students
(support model) and university graduates (career start)
was further expanded. These programmes offer attractive
first-time jobs at VP Bank. In the “support model”, masters-
level students can combine theory and practice and gain

www.vpbank.com/career_apprenticeship

valuable experience over a 12- to 24-month period. In the
“career start” programme, graduates have the opportunity
to further their knowledge in two or three selected areas
as well as participate in specialised and foreign internships
in preparation for a defined target function after 18 months
and take their first career step.

Through the graduates programmes and apprenticeship
training, VP Bank develops future talent in a targeted
manner in order to secure its corresponding growth from
within.

At end-2018, VP Bank had 15 apprentices (2017: 14) in the
sales programme and another five studying information
technology. In the summer of 2018, five apprentices
(2017: eight) successfully completed their final exams and
six were given fixed employment positions.

In the graduates programmes at end-2018, two students
were enrolled in the work-study support model and

six graduates Group-wide were in the career start pro-
gramme.

VP Bank's strategy rests on three pillars: growth, focus

and culture. To successfully exploit the opportunities
arising from this change, ultimately it all comes down to
employees. The HR vision “Safely ahead with the VP Bank
spirit: grow - move - inspire. It takes inspired employees

to inspire our clients.” is intended to point the way forward.
In order to achieve this goal, VP Bank’s HR strategy focuses
on three key areas: talent management, performance
management and change management, all of them based
on the pillars of VP Bank's strategy.

VP Bank promotes a culture of open and constructive
teamwork based on mutual respect, including across
borders. A strong culture lays the foundation for a success-
ful VP Bank. Various leadership training sessions for all
management levels and at all locations also contribute to
that end. For example, the "VP Bank Journeys” programme
enables employees to get to know companies outside

of the financial industry in order to promote knowledge
sharing for their own work.

Managing by objectives is part of VP Bank Group's man-
agement approach. Each year we go through a recurring
process to ensure that the objectives set by the Bank for
the following year are iterated systematically throughout
all levels of the organisation. At the individual level, cor-
responding objectives and primary tasks are set for indi-
vidual employees. The employees’ activities are thereby
systematically oriented in the right direction and the
achievement of the Bank’s objectives is coordinated with
those of the individuals.
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At the end of the reporting period, the manager assesses
and recognises the performance of the employees when
determining performance-oriented remuneration. The
manager takes into account the achievement of objectives,
the satisfactory completion of the principal tasks and,
notably, compliance with regulatory provisions, internal
rules and client-specific conditions. With the management
by objectives process, superiors trust their employees,

let them figure out how to do their job and recognise the
required individual development measures.

In 2018, the "VP Bank vita” application was introduced for
our goal-setting and performance assessment process.
VP Bank vita is the electronic version of our former MbO
process. The application is being used for the first time to
set the objectives for 2019.

The new application offers various features that were not
previously possible in paper form. They include the use
of a structured, system-driven process, the ability to get
feedback electronically, the use of a goals library with
predefined objectives as well as simpler ranking of objec-
tives for teams or departments.

Goal-setting and performance assessment process
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The Human Resources department has its own staff at the
Liechtenstein, Zurich, Luxembourg and Singapore sites.
Group HR manages global topics and, where necessary,
includes the country companies. Along with the local

HR staff, the unit is divided into three main segments:

HR Development, HR Recruiting & Consulting and HR
Compensation, Benefits & Services. Group Human
Resources advises Group Executive Management, senior
management and employees, provides suitable instru-
ments and handles a number of subjects. Human
Resources plays a pivotal role and ensures that tasks,
skills and responsibilities are properly matched up and
administered. HR also supports key processes such as
recruiting, exits, wage setting, promotions and much
more. Employee development is yet another key com-
ponent of human resources work. VP Bank invests contin-
uously in the technical training of its employees and
managers and in 2018 again implemented various internal
leadership training programmes.

The employee representation organisation (Arbeitneh-
mervertretung - ANV) was created at the Liechtenstein
sites in 1998, based on the then newly enacted Employee
Participation Act (Mitwirkungsgesetz). The five current
members of this organisation were elected to a four-year
term in 2017.

The ANV's functions are based on the Employee Participa-
tion Rules, which were issued by Executive Management.
Whenever general employment conditions are amended
or staff reductions are planned, Executive Management
must inform the ANV and give it a chance to participate,
although decision-making powers remain with Executive
Management. The ANV serves as a contact point for all
employees at the Liechtenstein site in order to discuss
everything from employee terminations to car park opera-
tions and to defend employee interests. All proposals,
complaints and personal matters are handled with utmost
discretion in regularly scheduled meetings within the ANV.
Regular meetings are also held between the Chairman

of the ANV and the HR division’s management in order to
discuss current personnel matters.

At VP Bank (Luxembourg) SA and VP Fund Solutions
(Luxembourg) SA, a joint Works Council represents the
employees of both companies. Given the size of the
company, the employee delegation comprises 10 elected
members, five of whom are permanent members and five
are alternates.



The Works Council represents employee interests and
intervenes to protect and improve working conditions,
defend employment situations and jobs as well as protect
employees’ social security benefits. The employer must
inform the Works Council on business operations and the
development of the company as well as on the most recent
and probable development of its activities and its eco-
nomic situation. The Works Council also has the right to
request certain information at regular intervals.

At 31 December 2018, VP Bank Group had 933 employees,
up 72 from the start of the year. The number of employees
at the Zurich site increased by 14 to 97 (full-time equiva-
lents: +13.3). VP Bank in Singapore also saw its headcount
increase by 23 employees to 72 (full-time equivalents +23).
The Luxembourg site had a minor change (+7), while head-
counts in Hong Kong and the British Virgin Islands were
unchanged.

At end-2018, VP Bank Group had a total of 160 client advi-
sors.

At VP Bank, client advisors are defined as those employees
who are customer facing with allocated assets.

Customer-facing employees such as active advisory team
members, investment consultants and clerks are not con-
sidered client advisors since they do not have any allocated
assets.

Nationality of VP Bank Group’s employees

Number of client advisors 31.12.2018 31.12.2017
FTE HC FTE HC
156.3 160 145.7 149

FTE = Full Time Equivalents
HC = Headcount (nominal number of employees)

The number of client advisors rose significantly. VP Bank
added 11 new advisors, bringing the total number of expe-
rienced advisors up from 149 the previous year to 160.

As in the previous year, client advisors make up 17 per cent
of all Group employees. In Zurich, the number of client
advisors rose by eight to 42, while in Singapore the num-
ber increased by nine to 23. The numbers at the other
office locations remained unchanged or decreased slightly
(one less client advisor at the BVI office and five fewer in
Liechtenstein).

The average length of service at VP Bank Group fell slightly
from nine years to 8.5 years at year-end 2018. This trend
was also evident at VP Bank Vaduz, where average length
of service fell from 10.4 years in 2017 to 10.2 years last year.

As regards nationalities, Swiss employees continue to
represent the largest group at 40.9 per cent of the total, up
from 37 per cent last year. The relative number of Liechten-
stein nationals contracted slightly from 25.9 per cent to
25.8 per cent. German employees continue to represent
the third-largest group, with 14.1 per centin 2018, up from
12.5 per cent the previous year (see chart below).

Headcount of VP Bank Group (full-time equivalents)

Switzerland 40.9%
Liechtenstein 25.8% ;

Germany 14.1% °
Austria 6.9% 5“-
Luxembourg 2.9% 4
Singapore 5.8%
Rest of the !
world 3.6%

3
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+8.6%
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In June 2018, VP Bank had nearly 37 job openings Group-
wide, marking the high point for unfilled positions. By year-
end, that number had been cut nearly in half to 20. Certain
job profiles such as risk or IT specialists remain hard to find
in the labour market. Lately the number of applicants out-
side the catchment area applying for jobs has been on the
rise. The applicant tracking software introduced in 2016
has proven its worth and contributed to more efficient
management of job openings as well as faster responses
to applicants. In 2018, a total of approximately 1,300 job
applications were managed.

The recruitment of technically and socially competent
individuals who fit the needs of VP Bank is and always
will be one of the primary tasks of the human resources
function. VP Bank uses a standardised recruiting process
based on interviews and a personality analysis.

Employees exiting the company also receive professional
support. Exit interviews are conducted by both line man-
agers and human resources staff, with exiting employees
surveyed using a standardised form.

In 2018 a total of 128 people left VP Bank Group (2017:
140). The fluctuation rate due to employee layoffs was 6.9
per cent (2017: 7.4 per cent).

Job functions that appear meaningful and satisfying as
well as a good work environment are clearly important
considerations for employee well-being. Many factors
can destroy a good working environment: bad influences
from within the company, economic circumstances or
even an employee’s personal or family situation.

VP Bank is aware that employees should be seen as indi-
viduals with differing needs and within the context of
their own life situations. The contact persons in the HR
departments are always ready and willing to help all
employees or their line managers clarify any issues

that may arise. Support measures for employees and

line managers include regular discussions with those
involved, searching for solutions, support during situa-
tions of conflict or personal crisis and also team analyses
and coaching. Employees at the Liechtenstein and Swiss
locations may also take advantage of external help for
work and non-work-related difficult situations. This profes-
sional service may be used around the clock with a broad
range of specialists, and can be kept anonymous upon
request. Individual evaluations or developmental counsel-
ling are also offered. Broad expertise is available in-house
and, where required, is supplemented using external
partners.

Remuneration is also essential for employee satisfaction
and loyalty to the company. VP Bank is committed to
paying fair and competitive remuneration in line with the

Annual Report 2018 | Sustainability | Employees of VP Bank

market. Guaranteed fixed remuneration varies according
to function and related requirements, whereas variable
salary components are geared to the success of the
company and individual performance. Pension obligations
are guaranteed by Treuhand-Personalstiftung for employ-
ees in Liechtenstein, by AXA Winterthur for employees at
VP Bank (Switzerland) AG and by the statutory pension
fund for employees of VP Bank (Luxembourg) SA. In addi-
tion, VP Bank (Luxembourg) SA pays into a pension scheme
with the Lalux insurance company for its employees.

In addition to financial incentives, employees also receive
other attractive benefits depending on the location. These
benefits range from sporting and social activities and
events to the possibility of purchasing additional vacation
days to length of service benefits, health offers, subsidised
canteen meals, attractive offers in the mobility area and
much more.

VP Bank would like to inspire its clients with unique cus-
tomer experiences and support them in a skilled, personal-
ised and straightforward manner. That requires a well-
developed learning and performance culture, an entre-
preneurial approach and a high degree of individual
responsibility. To complement its young talent develop-
ment initiatives, we once again initiated or implemented
the broadest measures in training and continuing educa-
tion for employees and managers in 2018. Depending

on the target group, choice of topics and training objec-
tive, the sessions were carried out with selected in-house
technical specialists or external partners and implemented
either in person or through e-learning.

In addition to traditional technical and management train-
ing sessions, the Human Resources Development unit
advised employees and managers through a broad range
of training and continuing education issues, and during
the year it implemented diverse team-building and organi-
sational development measures.

Since the summer of 2018, VP Bank (Switzerland) Ltd has
supported employees who want to improve their English
language skills. Business English classes at the “BEC
Preliminary”, “BEC Vantage” and "BEC Higher” levels are
offered in-house. VP Bank AG in Liechtenstein started
this initiative in March 2019.

Last year close attention was once again paid to training
for client advisors. VP Bank Group has very well-educated
advisors, who further hone their technical and sales skills
regularly. Since 2017, all client advisors undergo certifica-
tion. This "bank client advisor” certification demonstrates
that our advisors are professionals with a solid understand-
ing of the banking business, comprehensive knowledge

of the products and services and well developed advisory
skills. The certification requirement ensures high quality
standards.



With the implementation of this training initiative, VP Bank
clearly demonstrates that it is on the cutting edge of
strategic training programmes and invests continuously

in the development of its employees.

The focus of last year’s culture and management develop-
ment efforts last year lay in the continued development
and implementation of the multi-level leadership pro-
gramme. With the “Leading@VPBank” concept, VP Bank
contributes to practical management development at

all levels, which represents a key component in strategic
employee development. The sharing of knowledge across
all management levels and active support by management
make this training particularly valuable.

Last year in Liechtenstein, 32 people (2017: 23) completed
a job-related course of studies with a recognised diploma,
while another 57 people (2017: 41) were participating in
continuing education at end-2018.

as of 31.12.2018 Men Women Total
Number of employees 546 387 933
Percentage share 58.5 41.5 100
Average age 43.0 40.6 42.0
Average length of service 8.5 8.5 8.5
as of 31.12.2017 Men Women Total
Number of employees 496 365 861
Percentage share 57.6 42.4 100
Average age 43.2 40.1 419
Average length of service 9.1 8.7 8.9

as of 31.12. 2018 2017 Variance with previous year
Employees Full-time Employees Full-time Employees Full-time
equivalents equivalents equivalents
VP Bank Ltd, Vaduz 578 530.6 551 507.8 27 22.8
VP Bank (Switzerland) Ltd 97 90.6 83 77.2 14 13.4
VP Bank (Luxembourg) SA 100 92.8 96 87.1 4 5.7
VP Fund Solutions (Luxembourg) SA 32 30.3 29 26.9 3 3.4
VP Bank (BVI) Ltd 14 14.0 14 14.0 0 0.0
VP Wealth Management (Hong Kong) Ltd 8 8.0 8 8.0 0 0.0
VP Bank Ltd Singapore Branch 72 72.0 49 49.0 23 23.0
VP Fund Solutions (Liechtenstein) AG 32 30.2 31 29.5 1 0.7
Total 933 868.4 861 799.5 72 68.9
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Responsibility as an employer

The efforts and enthusiasm of our employees are the foun-
dation for the success of VP Bank Group. Therefore we feel
itis important for us to support our employees individually.

VP Bank recognises its responsibility as an employer, as it
creates modern and attractive working conditions. Each
person'’s ability to perform depends as much on motivation
and health as the work environment. VP Bank seeks to
attract and retain the best talent by offering attractive
career opportunities and extensive continuing education
options.

Motivated and well-trained employees exhibit a ser-
vice-oriented approach, competency and openness to
their clients. That requires, among other factors, a work
environment in which all employees feel welcome and are
encouraged. VP Bank offers them the space to develop
and implement their own ideas. It motivates them to
perform at an above-average level while offering future
prospects as well as training and continuing education
possibilities. By creating and securing skilled jobs, VP Bank
allows people to make a living and enjoy a high quality

of life.

With the move to new offices at our Zurich and Luxem-
bourg sites and the renovation of our head office building
atthe corporate headquarters in Vaduz, we have created
an up-to-date work environment with attractive office
space for our employees in 2018. The entire workplace is
equipped with first-rate infrastructure and satisfies the
latest technological requirements.

More information is available in the section "Employees of
VP Bank” on page 43.

VP Bank promotes the sustainable use of tap water and
supports drinking water projects in developing countries.
"Drink & Donate” is a non-profit association that promotes
consumption of tap water over bottled water. VP Bank
supports the association with a substantial annual contri-
bution.

8 November 2018 was National Future Day in Switzerland
and Liechtenstein. On this day many companies opened
their doors to schoolchildren in grades 5 to 7 to give them
an opportunity to discover the working world up close and
in person. The National Future Day thus helps young boys
and girls to broaden their horizons as regards professional
choices and prospects and to chart their own futures.

In 2018, VP Bank’s Vaduz site participated in National
Future Day for the sixth time, while VP Bank (Switzerland)
Ltd also participated for the second time. Some 36 youths
between the ages of 10 and 13 had the opportunity to
spend a day learning about the working world with a chap-
erone. They were given a lot of information about VP Bank,
learned the processes in the respective departments and
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were very interested to learn about the different types of
jobs in a bank. The high point was the visit to the vault and
the trading room, the dismantling and rebuilding of a PC
and a video conference between the Vaduz, Triesen and
Zurich offices.

In Liechtenstein, the VP Bank Sport Club was founded in
1974 to encourage employees to participate in sports and
socialize. The club organises numerous activities that are
available either free of charge or at significantly discounted
prices. These activities include spinning, alpine skiing,
nordic skiing, tennis, nordic walking, bowling, golf, mini-
golf, ping pong, hiking, Pilates, self-defence courses and
sport weekends.

Much information is available on VP Bank's intranet on the
topics “Fitin the Workplace”, "Promoting Health through
Movement” and "Healthy Eating”. Stress checks and ergo-
nomic tips for desk jobs with computers as well as accident
prevention are among the topics. Employees receive
rebates on the purchase of skis and snowboards and other
outdoor gear as well as discounts on massages, fitness
centres, chiropractic treatment, dance lessons and eye-
glasses for the workplace. VP Bank in Liechtenstein also
offers its employees the opportunity to get a massage
during the workday. The massages are specifically
designed to address employee needs and problems in
the office.

The Volunteering Day introduced in late 2015 continues

to generate considerable interest. Since it was introduced,
more than 100 employees have performed charitable work
in the social, educational or ecological/environmental
fields. The Bank gives each employee one day per year

to participate in the charitable work. The feedback from
both the participating employees as well as the institutions
on the receiving end of this volunteer work has been over-
whelmingly positive.

VP Bank supports the “Villa Wirbelwind” (“Whirlwind")
projectin Liechtenstein, a children’s day care centre jointly
operated by Liechtenstein banks. The Whirlwind nursery
provides high-quality, professional childcare, thereby

creating optimal conditions for reconciling family and work
life.

At Villa Whirlwind, children between the ages of four
months and the start of kindergarten whose parents are
employees of member banks and the Liechtenstein Bank-
ing Association may attend the daycare centre, regardless
of their hometown.

www.vpbank.com/sustainability



Diversity and equal opportunity create a solid foundation
for the development of closer relations between VP Bank
and its employees and its external stakeholders. VP Bank
affirms diversity at every employee and management
level. Such diversity at the company ensures that the deci-
sion-makers are putin a position where they engage in
constructive questioning are more open to innovative
ideas. The Board of Directors has focused on this issue
and prepared a skills analysis for future challenges. With
two female Board members from the Legal/Compliance
and HR/Business Development areas, these skills were
expanded in optimal fashion in 2017.

Employees and managers are hired strictly on the basis

of their qualifications without regard for age, gender or
nationality. VP Bank offers all employees equal opportu-
nities for employment and promotions. The assessment of
an employee’s work performance is carried out in a fair,
objective and transparent manner.

VP Bank Group's employee base also includes individuals
with physical and/or mental disabilities. Whenever possi-
ble, employees with long-term illnesses are reintegrated

into the work flow with professional support.

Total Number Total Number
number of of women number of men
women in% of men in%
as of 31.12.2018
Board of Directors 2 20 8 80
Management level 1 1 16.66 5 83.33
Management level 2 2 1.1 16 88.88
Total employees 387 41.48 546 58.52
as of 31.12.2017
Board of Directors 2 22.2 7 77.8
Management level 1 1 25.0 3 75.0
Management level 2 3 16.7 15 83.3
Total employees 365 42.4 496 57.6

At 31.12.2018, VP Bank had 41.48 per cent female employ-
ees (2017: 42.4 per cent). As from January 2017, a woman
is also part of Group Executive Management.

Responsibility as an
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VP Bank's suppliers

The procurement approach has a considerable influence
on VP Bank's environmental impact, image and, not least,
cost structure. When commissioning goods and services,
VP Bank considers not only basic requirements but also

a range of other criteria such as environmental standards,
quality, energy consumption and waste disposal.

The “Procurement principles of VP Bank” establish guide-
lines for how VP Bank conducts its purchasing activities.
Transparent ordering criteria, clearly defined requirements
for suppliers and uniform supplier evaluations ensure the
quality of the procurement process and supplier relation-
ship.

In November 2018, VP Bank implemented a new policy
for “procurement, investments and expenditures”. A
central procurement department provides Group-wide
support and oversight for VP Bank's procurement,
compares terms, helps to prepare tender offers and
performs appraisals.

Where appropriate, the procurement department creates
framework purchasing contracts. Specific purchasing
criteria for selected products, which may also integrate
sustainability criteria, are defined by the procurement
department through discussions with the respective oper-
ating departments.

The purchasing approach adheres to the environmen-
tal principle of “avoid, reduce, recycle”. If goods offer
comparable characteristics at the same conditions,
preference is given to those that are especially environ-
mentally friendly or come from environmentally certi-
fied producers.

VP Bank's suppliers are urged to voluntarily propose envi-
ronmentally friendly alternatives. They are also required
to deliver only merchandise and goods that are in keeping
with Liechtenstein’s environmental laws and come from
countries that comply with the conventions of the Inter-
national Labour Organisation (ILO).

Approval and procurement process at VP Bank

Approval

Evaluation,
request for offer

Approval process

Order
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Delivery

These conventions establish minimum standards for the
observance of human rights, equal opportunity (national-
ity, gender), working conditions (occupational health and
safety, wages) and have clear guidelines on such issues as
child labour and pollution.

The main criteria in VP Bank's selection process are perfor-
mance, product quality to specifications, price, creditwor-
thiness, legal compliance and adherence to environmental
and social standards. In this regard, VP Bank values
regional procurement.

In terms of printing services, VP Bank works primarily with
partner companies that print in a climate-neutral way. In
the procurement of shareholder gifts, sustainable suppli-
ers from the surrounding region are worked with - for
example, the Health Education Center of the Principality
of Liechtenstein (HPZ). VP Bank also uses this institution
for packaging purposes. On the occasion of the 2018
Saint Nicholas Day, baked goods were purchased from
"Soroptimist International”, an organisation dedicated

to improving human rights and promoting cooperation.

In order to optimise the supply chain, VP Bank maintains an
on-going dialogue with its suppliers. For larger purchases,
functional specifications are established and discussed
with suppliers. That way each supplier receives the same
documentation, which ensures the comparability of prices
and services. To prevent conflicts of interest, private con-
tacts with suppliers involved in a purchasing relationship
are forbidden.

Suppliers are evaluated at regular intervals on such criteria
as price/service, quality, dependability, respect for social
and environmental principles, past experience and on-time
delivery. Whenever possible, VP Bank also seeks to avoid
entering into business relationships with companies that
have a monopoly position or are the sole supplier. Quality
control is based on suitability, accurate pricing and invoic-

ing.

Ordering process

Invoice
initialled

Invoice
verified

Receiving
inspection



Sustainability in the investment process

Sustainable investment solutions and concepts are
increasingly popular. The idea behind them is to take
sustainability criteria into account when selecting finan-
cial investments with an environmental or social orien-
tation.

Greater transparency of information enables investors to
consider non-financial factors when analysing investments
and thereby make investment decisions in accordance
with ethical and moral values.

At VP Bank, the CSR (Corporate Social Responsibility)
Board is responsible for sustainability issues. These issues
include such topics as the operating environment, social
responsibility and investment solutions. The CSR Board is
chaired by the Chief Investment Officer as a member of
Group Executive Management.

The orientation of VP Bank Group in terms of sustainable

investments and products is managed as follows within

the CSR Board:

* Definition of the sustainability philosophy in the invest-
ment process

* Selection and retention of external partners

* Certification of the offer or investment process

* Quality assurance

A holistic sustainability approach also entails the respon-
sible management of the funds to be invested. In that
regard, a diverse range of investment approaches and
strategies exist that may be applied to varying degrees.

For the implementation of its sustainable investment
strategy, VP Bank applies screening criteria (ethical and
standards-based) as well as a best-in-class or best-in-

sector selection process for investments that factors

in environmental, social and governance (ESG) criteria.
In this manner, the Bank analyses the risk exposure

of companies in a sector and how they address those
risks.

For its sustainability analyses, VP Bank relies on the know-
how of an established sustainability specialist. This special-
ist covers vast segments of the asset management invest-
ment universe and, using professional research, supports
VP Bank as it implements sustainability criteria in the
investment process.

Since April 2017, VP Bank offers a flexible sustainable
investment solution that can be tailored to the client’s
needs. The investment selection process is carried out
along the lines of the ESG approach, with environmental,
social and governance factors.

In addition to fulfilling one’s own ethical and moral
convictions, the application of sustainability criteria to
investment decisions has other positive effects on the
portfolio:

» Avoidance of tail risk events through the identification
and exclusion of companies with the corresponding
risks

Positive influence on the company development as
regards environmental, social and governance aspects
Identification and use of investment opportunities
through the expansion of analytical criteria

The offer of sustainable investment solutions will be further
expanded in the years ahead.

VP Bank CSR Board

Chairman: Chief Investment Officer

. |

Investments
and Products

Entrepreneurship
and Innovation

Training and
Commitment
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Art and Culture Business Ecology
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VP Bank's social engagement

As an international bank group with regional roots, we
recognise our social and environmental responsibility in
the places we do business, mainly Liechtenstein but also
selectively in other regions where we are represented.
Since 2014 VP Bank has focused its charitable donations
on recreational sporting associations and cultural institu-
tions serving the general public. VP Bank Group employ-
ees who actively participate in a charitable institution also
receive a supporting contribution. Numerous initiatives
and projects have benefited from this commitment over
many years.

Since 2012, VP Bank has also had a charitable giving agree-
ment with the Swiss Climate Foundation. As a partner of
this foundation, VP Bank provides financial support for the
energy efficiency and climate protection projects of small
and medium-sized companies in Switzerland and Liechten-
stein. Under this arrangement, VP Bank provides financing
based on the net rebate of the CO,-incentive tax on fossil
fuels.

Since 2017, VP Bank has actively focused on sports and
cultural sponsorships with a long-term focus.

In golf, we sponsor the “VP Bank Ladies Open”, the only
ladies pro golf tournament in the German-speaking part
of Switzerland. In classical music, VP Bank is a Presenting
Partner of the “VP Bank Classic Festival” in Switzerland,
whose purpose is to provide an international springboard
for young classical artists to develop their musical talent.

The VP Bank Art Foundation was established in 1996 and
collects works of contemporary artists. Its purpose is to
foster art appreciation in a targeted manner within and
outside VP Bank as well as to promote visual arts by means
of acquisitions and art-related publications. The purchased
works are displayed in the rooms of VP Bank as well as at
art exhibitions. They are also loaned to third parties for
showings at other venues.

Hans Brunhart is Chairman of the foundation’s Board of
Trustees. The other board members are Fredy Vogt,
Chairman of the Board of VP Bank Group, and Dr Uwe
Wieczorek, curator of the Hilti Art Foundation. Annett
Holand was appointed curator of the Foundation in 2019.

In 2018, a total of six acquisitions were made as part of
the long-term collection policy, thus complementing
the collection and consolidating its focus on “painting”.

At the new VP Bank office in Zurich, a concept for exhib-
iting works from all collection periods was developed
and implemented.

The VP Bank Art Foundation receives an annual financial
contribution from VP Bank.
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VP Bank Foundation was initiated in 2006 and established
in 2007 to m