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Attached hereto and incorporated Dby reference herein is our press
release announcing the results of Q1 for 2003.

The information in this Report on Form 6-K and the exhibits herein are
incorporated by reference in all Registration Statements which we have filed or
which we will file in the future under the Securities Act of 1933, as amended,
which permit such reports to be so incorporated.
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Exhibit 1

Commtouch Reports Q1 2003 Results

MOUNTAIN VIEW, Calif.-—-(BUSINESS WIRE)--May 22, 2003--Commtouch (Nasdag: CTCH -
News), a developer and provider of proprietary anti-spam solutions, today
announced its first quarter results for 2003.

Revenues for the quarter were $0.1 million compared to $0.6 million in the prior
quarter and $1.3 million in the comparable quarter last year. Total loss for the
quarter was $1.1 million compared to $2.2 million in the prior quarter and $0.9
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million in the comparable quarter last year.

Cash as at March 31, 2003 was approximately $1.1 million compared to $1.4
million as at December 31, 2002. During the first quarter, the company received
$0.4 million of the total loan amount of $1.25 million wunder the previously
announced convertible loan agreement.

About Commtouch
Commtouch Software Ltd. is a developer and provider of proprietary anti-spam

solutions. The company's core technologies reflect its decade of experience as a
leading vendor of email software applications and provider of global messaging

services. Commtouch is headquartered in Netanya, Israel and its subsidiary,
Commtouch Inc., 1is based in Mountain View, CA. The company was founded in 1991
and has been publicly traded since 1999 (Nasdag: CTCH - News). To learn more

about Commtouch's solutions visit our web site at http://www.commtouch.com.

Note: Commtouch(R)is a registered trademark of Commtouch Software Ltd. Other
terms and product names in this document may be trademarks of others.

This press release contains forward-looking statements, including projections
about our business, within the meaning of Section 27A of the Securities Act of
1933 and Section 21E of the Securities Exchange Act of 1934. For example,
statements in the future tense, and statements including words such as "expect",
"plan", "estimate", anticipate", or "believe" are forward-looking statements.
These statements are based on information available to us at the time of the
release; we assume no obligation to update any of them. The statements in this
release are not guarantees of future performance and actual results could differ
materially from our current expectations as a result of numerous factors,
including business conditions and growth or deterioration in the Internet
market, commerce and the general economy both domestic as well as international;

fewer than expected new-partner relationships; competitive factors including
pricing pressures; technological developments, and products offered by
competitors; availability of qualified staff for expansion; and technological

difficulties and resource constraints encountered in developing new products as
well as those risks described in the company's Annual Reports on Form 20-F and
reports on Form 6-K, which are available through www.sec.gov.

4
Contact:
Commtouch
media@commtouch.com
Gary Davis 650-864-2290
#HEH#H

COMMTOUCH SOFTWARE LTD.

CONDENSED CONSOLIDATED BALANCE SHEETS

(USD in thousands)

March December
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Assets
Current Assets:
Cash and cash equivalents .......eiiiiinnneneeeeeennnennn $1,112 $1,388
Trade receivables, Net .. ...ttt ittt teneeneenenn - 64
Prepaid expenses and other accounts receivable ......... 188 231
Total cUrrent asSSel S i ittt ittt ittt ettt ittt taeeeeeenen 1,300 1,683
Long-term lease deposSits ...ttt ittt ettt 5 5
Equity dnvestment ... ...ttt ittt ettt et 2 3
Severance pay fund . ... .. e e e e e e e 285 264
Property and equipment, net ....... ..ttt 847 1,029
$2,439 $2,984
Liabilities and Shareholders' Equity
Current Liabilities:
Accounts pavable . ...ttt e e e e e e e e e e 317 338
Employees and payroll accCrualsS ... ... ueinenneennnnnens 524 424
Accrued expenses and other liabilities ................. 354 372
Total current liabilities ......ciiiiiiiiieeeeeeeennnn 1,195 1,134
Other liabilities ...ttt ittt it e 135 135
Convertible 1oan . ...ttt ittt ettt eeeeeeeeeeaanens 180 -
AcCCrued SEVETANCE PAY « vt vt meeeeeeeenneeeeeeenneeeeeeens 301 278
616 413
Shareholders' equUity vttt ittt ittt e eeeeeeeeenn 628 1,437
$2,439 $2,984

COMMTOUCH SOFTWARE LTD.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS
(USD in thousands, except per share amounts)

Revenues:

L5 T e T T v = S 106 s 1,271
Cost of revenues:

EMail ServViCe S vttt ittt ittt et et ettt et e e e 174 933
GrosSs Profit/ (L1OSS) ittt ittt ittt et ettt e ettt (68) 338

Operating expenses:
Research and development, nNet .........iiiiieeneennnnnnns 346 573
Sales and marketing ... ..ttt ittt e e e e e e 188 521
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General and administrative ........ it 442 766
Amortization of stock-based employee deferred compensation 63 138
Total operating EXPENSES & v i vt vttt eeeeeeeeneeeeeeeennnns 1,039 1,998
OpPerating LOSS v ittt ittt ittt e e e e e e e e e e (1,107) (1,660)
Interest and other income, net .........iiiiiiitinnennennnn (37) 44
Minority dnterest .. ...ttt e e e e e e - 63
Loss from continuing operations ...........ciiiiiiiiann. (1,144) (1,553)
Gain on disposal of Wingra .......euiiii it tteeeeeeeennnnn - 1,014
Discontinued operations — Wingra .......c.c.oeeeeeeeennnneenn. - (335)
Gain/ (Loss) from sale of discontinued operations .......... - 679
1 LS S I¥ 0 7= S (1,144) S (874)
Basic and diluted net loss per share
Loss from continuing operations ..........iiiiiieeennnn $ (0.05) $ (0.09)
Gain/ (Loss) from sale of discontinued operations ........ S —— S 0.04
LS S ¥ == T $ (0.05) $ (0.05)
Weighted average number of shares used in computing
basic and diluted net loss per share .........c.cciiiieee... 22,216 17,517




