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About Interactive Brokers

Interactive Brokers is an automated global el ectronic market maker and broker specializing in routing orders and executing and
processing trades in securities futures and foreign exchange instruments on more than 70 electronic exchanges and trading venues
around the world. As amarket maker, we provide liquidity at these marketplaces and, as a broker, we provide professional traders and
investors with direct access to stocks, options, futures, forex and bonds from asingle IB Universal AccountSM. Employing proprietary
software on aglobal communications network, Interactive Brokers Group continuously integrates its software with a growing number
of exchanges and trading venues into one automatically functioning, computerized platform that requires minimal human intervention.

Financial Highlights

(in millions) 2005 2006 2007
Revenues:
Trading gains $ 640 $ 805 $ 888
Commissions and execution fees 132 174 261
Net interest income 103 188 227
Other income 54 86 93
Total net revenues 929 1,253 1,469
Non-interest expenses:
Variable-execution and clearing 215 313 336
Fixed expenses 145 178 201
Total non-interest expenses 360 491 537
Income before income tax $ 569 $ 762 $ 932
Profit margin (% of net revenue) 61% 61% 63%

High Growth & Low Fixed Costs
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1. Strong Balance Sheet (1)
e Total equity capital $3.5 billion
e Long-term debt $460 million

2. Minimal Capital at Risk
o Vaueat risk (VaR) istypically less than 0.5% of equity capital

3. Minimal Counterparty Risk
o Substantially all trading is done on exchanges (2)
¢ We hold positions in exchange-listed products, marked to market daily to the closing prices on these exchanges

o Our counterparties are central clearing houses, not individual companies (2)

(1) Balances at 12/31/07
(2) With the exception of foreign exchange, which is not traded on exchanges




Our Lines of Business

Electronic Brokerage — Interactive Brokers

We execute, clear and settle trades globally for both institutional and individual customers. For avery low cost, our customers can
simultaneously access different financial markets worldwide and trade across multiple asset classes (stocks, options, futures, foreign
exchange (forex) and bonds). Customers can access exchange-listed products traded on more than 60 exchanges and market centers, in
16 countries around the world, in 12 different currencies, on one screen, from a single account based in any major currency,

seamlessly.
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Market Making — Timber Hill

Asone of the largest market makers on many of the world’ s leading exchanges, we provide liquidity by offering competitively tight
bid/offer spreads over a broad base of approximately 420,000 tradable, exchange-listed products. We commit our own capital and
derive revenues or incur losses from the difference between the price paid when securities are bought and the price received when
these securities are sold. Our entire portfolio is evaluated each second and continuously rebalanced throughout the trading day which,
together with our real-time proprietary risk management system, enables usto curtail risk and to be profitable in both up-market and

down-market scenarios.

Market Making
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Our Growth Strategy

Capitalize on industry growth trends — Electronic trading volume in equities, listed options, futures and forex has been growing
rapidly and we are well-positioned to increase our market share and capture growing revenues in thisindustry.

Driveincreased trading volumes — Our low cost structure is a direct result of our high degree of automation, scale, technology and
operating efficiencies. This gives us aleading edge in driving increased trading volume.

Expand into new mar kets — We seek to enter new markets or product classes in which the execution of transactions can be
automated using our technology. We have extensive experience with integrating our automated platform into new markets more
rapidly and efficiently than our competitors.

Attract new classes of customers— We believe we have only scratched the surface in terms of the market for electronic brokerage
services. We will continue to emphasize our reputation as alow cost provider with superior execution and exceptional trading and
account management tools as we market our servicesto new customers.






Electronic Brokerage — Our Fastest Growing Business

Cleared Customer Assets & Accounts
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Our electronic brokerage business was launched in 1993 to capitalize on the technology initially developed for our market making
business, which allows us to provide our customers with what we believe to be one of the most effective and efficient electronic
brokerage platformsin the industry.

We serve banks, hedge funds, investment advisors, introducing brokers and individual investors. Our customers reside in
approximately 140 countries around the world.

Customer accounts and customer equity have grown on average 34% and 71% per year, respectively, over the past five years.
Real Time Risk Management

Our entire credit management process is automated to protect us and our customers from excessive losses and further contributes to
our low cost structure.

We utilize our fully integrated computer systems to perform critical risk management activies:
¢ Margin requirements are calculated in real time across al product class and currencies.
o Customer orders are credit checked prior to acceptance.

e Customer positions are monitored continuously for margin compliance.



o Automatic liquidation isinitiated if customer equity falls below margin required to support that customer’s positions.

2007 Key Brokerage Data
Cleared daily average revenue trades (DARTS) 217,000
Average annual trades per account 701
Average commission per cleared trade $ 4.57
Interest (as of 12/31/07):

Paid on deposits > $100,000 2.81%

Charged on margin loans $100,000 to $1,000,000 4,06%




Dear Fellow Shareholders,

2007 marked the 30th anniversary of our founding and our first year as a public company. Throughout our history, we have
maintained a single-minded focus on building a global marketplace connecting the world' s exchanges through automation, speed and
efficiency.

We have uniquely positioned ourselves at the crossroads of four broad historic trends:

First, Globalization, that is, the coming together of the world’ s economies via the integration of the world's markets. Indeed, we have
been integrating the world’s markets on our platform for many years and we are further advanced in our mission than anyone elsein
our industry. We provide liquidity and, in most cases, give our customers access to 70 exchanges in 25 countriesin 14 currenciesin
stocks, futures, options and forex.

Second, Adoption of Technology. We have been the leader in applying computing and communications technology to the market
making and brokerage businesses and we continuously adapt our processes to new technologies as they become available. Automation
has two important advantages: First, software is|ess expensive and less prone to error than humans. And second, automation makes us
one of the lowest cost producersin our industry. It explains the 70 percent pre-tax profit margin we achieved in the first quarter of
2008.

The primary advantage of our automated market making engine is providing quicker feedback of liquidity imbalances on markets
around the world, which allows us to transfer liquidity from where it is available to where it isin demand. Thisis a mathematically
complex process, atask for which computers and specialized software are ideally suited.
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Our proprietary software, which we have been building for the past three decades, continuously communicates with liquidity centers,
exchanges, clearing houses and our customers around the world. In essence, we function as atoll taker of sorts, by providing valuein
the form of liquidity and brokerage servicesto our institutional and professional investor customers.

The third trend we are witnessing is a Spreading Equity Culture around the world. A growing investor class, the popularity of
derivatives, and the increasing acceptance of electronic trading and investing are all part of this phenomenon and are important trends
that will continue to drive our business.

And finally, Optimizing the Allocation of Resour ces in this global network of electronic platformsis along-term trend of our time.
Electronic exchanges, clearing houses, brokers and customers make up the network. We have built ourselves deeper into this network
than anyone else in our industry. Our early and continuous investment in technology has given us a significant advantage over our
competitors.

Our goal isto become an ever greater part of this network by providing liquidity and state-of-the-art technology to a growing audience
of institutional and professional traders and investors at the lowest cost worldwide. We expect to continue thisintegration effort by
bringing new countries, new electronic exchanges and new products to our platform for years to come.

Thomas Peterffy
Chairman, Chief Executive Officer and President
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CAUTIONARY NOTE REGARDING FORWARD-LOOKING STATEMENTS

We have included or incorporated by reference in this Annual Report on Form 10-K, and from time to time our management
may make, statements that may constitute “forward-looking statements” within the meaning of the safe harbor provisions of the
Private Securities Litigation Reform Act of 1995. Forward-looking statements are not historical facts, but instead represent only our
beliefs regarding future events, many of which, by their nature, are inherently uncertain and outside our control. These statements
include statements other than historical information or statements of current condition and may relate to our future plans and
objectives and results, among other things, and may also include our belief regarding the effect of various legal proceedings, as set
forth under “Legal Proceedings’ in Part I, Item 3 of this Annual Report on Form 10-K, as well as statements about the objectives and
effectiveness of our liquidity policies, statements about trends in or growth opportunities for our businesses, in Part 11, Item 7 of this
Annual Report on Form 10-K. By identifying these statements for you in this manner, we are alerting you to the possihility that our
actual results may differ, possibly materially, from the anticipated results indicated in these forward-looking statements. Important
factors that could cause actual results to differ from those in the forward-looking statements include, among others, those discussed
below and under “Risk Factors’ in Part I, Item 1A of this Annual Report on Form 10-K and “Management’ s Discussion and Analysis
of Financial Condition and Results of Operations” in Part 11, Item 7 of this Annual Report on Form 10-K.

Factors that could cause actual results to differ materially from any future results, expressed or implied, in these forward-
looking statements include, but are not limited to, the following:

e general economic conditions in the markets where we operate;

e increased industry competition and downward pressures on bid/offer spreads and electronic brokerage commissions;
e risksinherent to the electronic market making and brokerage businesses;

o failureto protect or enforce our intellectual property rightsin our proprietary technology;

e our ability to keep up with rapid technological change;

o system failures and disruptions;

e non-performance of third-party vendors;

e conflicts of interest and other risks due to our ownership and holding company structure;

o theloss of key executives and failure to recruit and retain qualified personnel;

e therisksassociated with the expansion of our business;

e our possibleinability to integrate any businesses we acquire;

e  competitive pressures;

e compliance with laws and regulations, including those relating to the securities industry; and

e other factors discussed under “Risk Factors’ in Part I, Item 1A of this Annual Report on Form 10-K or elsewherein this
Annual Report on Form 10-K.

We undertake no obligation to publicly update or revise any forward-looking statements to reflect events or circumstances
that may arise after the date of this Annual Report on Form 10-K.




PART |
ITEM 1. BUSINESS
Overview

Interactive Brokers Group, Inc. (“IBG, Inc.” or the “Company”) is an automated global el ectronic market maker and broker
specializing in routing orders and executing and processing trades in securities, futures and foreign exchange instruments on more
than 70 electronic exchanges and trading venues around the world. Inthe U.S., our businessis conducted from our headquartersin
Greenwich, Connecticut as well as from Chicago, Illinois and Lake Forest, California. Abroad, we conduct business through offices
located in Montreal, London, Zug, Hong Kong and Sydney. At December 31, 2007 we had 675 employees worldwide.

On May 3, 2007, IBG, Inc. priced itsinitia public offering (the “IPQO") of shares of common stock. In connection with the
PO, IBG, Inc. purchased 10.0% of the membership interestsin IBG LL C, became the sole managing member of IBG LLC, the
current holding company for our businesses, and began to consolidate IBG LLC' sfinancial resultsinto its financial statements. We
are currently a holding company and our primary assets are our ownership of approximately 10% of the membership interests of IBG
LLC. When we use theterms“we,” “us,” and “our,” we mean IBG LLC and its subsidiaries for periods prior to the PO, and
IBG, Inc. and its subsidiaries (including IBG LLC) for periods from and after the IPO. Unless otherwise indicated, the term “common

stock” refersto the Class A common stock of IBG, Inc.

We are a successor to the market making business founded by our Chairman and Chief Executive Officer, Thomas Peterffy,
on the floor of the American Stock Exchangein 1977. Since our inception in 1977, we have focused on devel oping proprietary
software to automate broker-dealer functions. During that time, we have been a pioneer in developing and applying technology as a
financial intermediary to increase liquidity and transparency in the capital markets in which we operate. The advent of electronic
exchangesin the last 17 years has provided us with the opportunity to integrate our software with an increasing number of exchanges
and trading venues into one automatically functioning, computerized platform that requires minimal human intervention. Three
decades of developing our automated market making platform and our automation of many middle and back office functions has
allowed us to become one of the lowest cost providers of broker-dealer services and increase significantly the volume of trades we
handle.

Our activities are divided into two principal business segments: (1) market making and (2) electronic brokerage:

e Asamarket maker, we provide continuous bid and offer quotations on approximately 420,000 securities and futures products
listed on electronic exchanges around the world. Our quotes are driven by proprietary mathematical models that assimilate
market data and reevaluate our outstanding quotes each second. Unlike firmsthat trade over-the-counter (“OTC") derivative
products, it is our business to create liquidity and transparency on electronic exchanges.

e Asadirect market access broker, we serve the customers of both traditional brokers and prime brokers. We provide our
customers with an advanced order management, trade execution and portfolio management platform at a very low cost. Our
customers can simultaneously access different financial markets worldwide and trade across multiple asset classes (stocks,
options, futures, foreign exchange (“forex”) and bonds) denominated in 12 different currencies, on one screen, from asingle
account based in any major currency. Our large bank and broker-dealer customers may “white label” our trading interface
(i.e., make our trading interface available to their customers without referencing our name), or can select from among our
modular functionalities, such as order routing, trade reporting or clearing on specific products or exchanges where they may
not have up-to-date technology, in order to offer their customers a complete global range of services and products.

Our electronic market making and brokerage businesses are complementary. Both benefit from our combined scale and
volume, aswell as from our proprietary technology. Our brokerage customers benefit from the technology and market structure
expertise developed in our market making business. The expense of devel oping and maintaining our unique technology, clearing,
settlement, banking and regulatory structure required by any specific exchange or market center is shared by both of our businesses.
This, in turn, enables us to provide lower transaction coststo our customers than our competitors, whether they use our services as
market maker, broker or both. In addition, we believe we gain a competitive advantage by applying the software features we have
developed for a specific product or market to newly-introduced products and markets over others who may have less automated
facilitiesin one or both of our businesses or who operate only in a subset of the exchanges and market centers on which we operate.
Our trading system contains unique architectural aspects that, together with
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our massive trading volume in markets worldwide, impose a significant barrier to entry for firms wishing to compete in our specific
businesses and permit us to compete favorably against our competitors.

Our Internet address is www.interactivebrokers.com and the investor relations section of our web siteislocated at
www.interactivebrokers.com/ir. We make available free of charge, on or through the investor relations section of our web site, this
Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and amendments to those reports filed
or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, aswell as proxy statements, as soon as
reasonably practicable after we electronically file such material with, or furnish it to, the U.S. Securities and Exchange Commission
(“SEC”). Also posted on our web site are our Bylaws, our Amended and Restated Certificate of Incorporation, charters for the Audit
Committee, Compensation Committee and Nominating and Corporate Governance Committee of our board of directors, our
Accounting Matters Complaint Policy, our Whistle Blower Hotline, our Corporate Governance Guidelines and our Code of Business
Conduct and Ethics governing our directors, officers and employees. Within the time periods required by SEC and the NASDAQ
Stock Market (“NASDAQ”), we will post on our web site any amendment to the Code of Business Conduct and Ethics and any waiver
applicable to any executive officer, director or senior financial officer. In addition, our web site includes information concerning
purchases and sales of our equity securities by our executive officers and directors, as well as disclosure relating to certain non-GAAP
financial measures (as defined in Regulation G) promulgated under the Securities Act of 1933, as amended (the “ Securities Act”) and
the Securities Exchange Act of 1934, as amended (the “Exchange Act”) that we may make public orally, telephonically, by webcast,
by broadcast or by similar means from time to time.

Our Investor Relations Department can be contacted at I nteractive Brokers Group, Inc., 2 Pickwick Plaza, Greenwich,
Connecticut 06830, Attn: Investor Relations, telephone: 203-618-4070, e-mail: investor-rel ations@interactivebrokers.com.
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Segment Operating Results

Year Ended December 31,

2007 2006 2005
(in millions)
Market Making Net revenues $ 1,031.2 $ 9547 $ 7385
Non-interest expenses 3114 291.9 233.3
Income before income taxes $ 7198 $ 662.8 $ 505.2
Pre-tax profit margin 70% 69 % 68 %
Electronic Brokerage  Net revenues $ 4252 $ 2984 $ 185.3
Non-interest expenses 227.3 199.8 126.0
Income before income taxes $ 1979 $ 986 $ 59.3
Pre-tax profit margin 47% 33% 32%
Total Net revenues $ 14682 $ 12524 $ 929.1
Non-interest expenses 536.6 490.8 359.8
Income before income taxes and
minority interest $ 9316 $ 7616 $ 569.3

Financial information concerning our business segments for each of 2007, 2006 and 2005 is set forth in “Management’s
Discussion and Analysis of Financial Condition and Results of Operations,” and the consolidated financial statements and the notes
thereto, which arein Part 11, Items 7 and 8 of this Annual Report on Form 10-K.

Market Making—Timber Hill

Market making represented 70% of 2007 net revenues. We conduct our market making business through our Timber Hill
(“TH") subsidiaries. As one of the largest market makers on many of the world’ s leading electronic exchanges, we provide liquidity
by offering competitively tight bid/offer spreads over a broad base of approximately 420,000 tradable, exchange-listed products,
including equity derivative products, equity index derivative products, equity securities and futures. As principal, we commit our own
capital and derive revenues or incur losses from the difference between the price paid when securities are bought and the price
received when those securities are sold. Historically, our profits have been principally afunction of transaction volume on electronic
exchanges rather than volatility or the direction of price movements.

Our strategy isto calculate quotes at which supply and demand for a particular security are likely to bein balance afew
seconds ahead of the market and execute small trades at tiny but favorable differentials. Because we provide continuous bid and offer
guotations and we are continuously both buying and selling quoted securities, we may have either along or a short positionin a
particular product at agiven point intime. Asamatter of practice, we will generally not take portfolio positions in either the broad
market or the financial instruments of specific issuersin anticipation that prices will either rise or fall. Our entire portfolio is
evaluated each second and continuously rebalanced throughout the trading day, thus minimizing the risk of our portfolio at al times.
This real-time rebalancing of our portfolio, together with our real-time proprietary risk management system, enables us to curtail risk
and to be profitable in both up-market and down-market scenarios. Our quotes are based on our proprietary model rather than
customer order flow, and we believe that this approach provides us with a competitive advantage.

We are amarket leader in exchange-traded equity options and equity-index options and futures. Together with our electronic
brokerage customers, in 2007 we accounted for approximately 14.1% of exchange-listed equity options traded worldwide and
approximately 16.3% of exchange-listed equity options volume traded on those markets in which we actively trade, according to data
compiled by the Futures Industry Association (“FIA™) and data received from exchanges worldwide. Our ability to make marketsin
such alarge number of exchanges and market centers simultaneously around the world is one of our core strengths and has contributed
to the large volumes in our market making business. We engage in market making operations in North America, Europe and in the
AsialPacific regions as described below.




North American Market Making Activities. Our U.S. market making activities are conducted through Timber Hill LLC (“TH
LLC"), a SEC-registered securities broker-dealer that conducts market making in equity derivative products, equity index derivative
products and equity securities. Sinceitsinceptionin 1982, TH LLC has grown to become one of the largest of the listed options
market makersin the United States. As of December 31, 2007, TH LLC held specidlist, primary market maker or lead market maker
designations in options on approximately 1,200 underlying securities listed in the United States. TH LLC isamember at the
American Stock Exchange, Boston Options Exchange, Chicago Board Options Exchange, Chicago Mercantile Exchange, Chicago
Board of Trade, International Securities Exchange, OneChicago and Philadelphia Stock Exchange. We also conduct market making
activities in Canada through our Canadian subsidiary, Timber Hill Canada Company (“THC") and in Mexico through TH LLC.

International Market Making Activities. Our international market making subsidiaries, primarily Timber Hill Europe AG,
conduct operationsin 22 countries, comprising the major securities markets in these regions.

We began our market making operationsin Europe in 1990. In Germany and Switzerland, we have been among the largest
equity options market makers in terms of volume on Eurex, the world’ s largest futures and options exchange, which isjointly operated
by Deutsche Bérse AG and SWX Swiss Exchange. We have also been active in trading German stocks and warrants as a member of
the XETRA, the German electronic stock trading system, and the Frankfurt and Stuttgart stock exchanges; and in Swiss stocks and
warrants as a member of the SWX Swiss Exchange and Virt-x, a cross-border trading platform for pan-European companies. Our
other European operations are conducted on the London Stock Exchange; the Irish Stock Exchange; the Copenhagen Stock Exchange;
the Helsinki Stock Exchange; the Euronext exchanges in Amsterdam, Paris, Brussels, Lisbon and London; EDX, formerly OM, the
Swedish and Norwegian options market; the Swedish Stock Exchange; the MEFF and Bolsa de Vaenciain Spain; the IDEM and
Borsa Italianain Milan; and the OTOB in Vienna.

Since 1995, we have conducted market making operationsin Hong Kong. Our Hong Kong subsidiary, Timber Hill Securities
Hong Kong Ltd (“THSHK"), isamember of the cash and derivatives markets of the Hong Kong Exchanges. Since 1997, we have
conducted operationsin Australia. Our Australian subsidiary, Timber Hill AustraliaPty Ltd (“THA"), isamember of the Australian
Stock Exchange, and routes orders for its trading on the Sydney Futures Exchange through its affiliate, Interactive Brokers LLC. We
commenced trading in Japan during the first half of 2002, Korea and Singapore during 2004, and Taiwan in 2007.

All of the above trading activities take place on exchanges and all securities and commaodities that we trade are cleared by
exchange owned or authorized clearing houses.

Electronic Brokerage—I nteractive Brokers

Electronic brokerage represented 29% of 2007 net revenues. We conduct our €lectronic brokerage business through our
Interactive Brokers (“1B”) subsidiaries. As an electronic broker, we execute, clear and settle trades globally for both institutional and
individual customers. Capitalizing on the technology originally developed for our market making business, |1B’s systems provide our
customers with the capability to monitor multiple markets around the world simultaneously and to execute trades electronically in
these markets at alow cost in multiple products and currencies from a single trading account.

Since launching this businessin 1993, we have grown to approximately 95,000 institutional and individual brokerage
customers. We provide our customers with what we believe to be one of the most effective and efficient electronic brokerage
platformsin theindustry. The following are key highlights of our electronic brokerage business:

e Low Costs- We provide our customers with among the lowest transaction costsin two ways. First, our customers benefit
from our advanced routing of orders designed to achieve the best available price. Second, we offer among the lowest
execution, commission and financing costs in the industry.

e Risk Control - Throughout the trading day, we calculate margin requirements for each of our customers on areal-time basis
across all product classes (stocks, options, futures, bonds and forex) and across all currencies. Our customers are alerted to
approaching margin violations and if a customer’s equity falls below what is required to support that customer’s margin, we
automatically liquidate positions on areal-time basis to bring the customer’ s account into margin compliance. Thisis doneto
protect 1B, aswell as the customer, from excessive losses.

e |B Universal Account™ - From asingle point of entry in one IB Universal Account™™ our customers are able to trade
products denominated in 12 different currencies, across multiple classes of tradable, exchange-listed products, including
stocks, bonds, options, futures and forex, traded on more than 60 exchanges and market centers and in 16 countries around
the world seamlessly.

e IB SmartRouting® - Our customers benefit from our advanced routing. |B SmartRoutingSM retains control of the customer’s
order, continuously searches for the best available price and, unlike most other routers, dynamically routes and re-routes all
or parts of a customer’s order to achieve optimal execution and among the lowest execution and commission costs in the
industry.

e Flexible and Customizable System - Our platform is designed to provide an efficient customer experience, beginning with a
highly automated account opening process and ending with afast trade execution, with real-time position monitoring. Our
sophisticated interface provides interactive real-time views of account balances, positions, profits or losses, buying power and
“what if” scenarios to enable our customers to more easily make informed investment
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decisions and trade efficiently. Our system is configured to remember the user’s preferences and is specifically designed for
multi-screen systems. When away from their main workstations, customers are able to access their accounts through our 1B

WebTraderSM or MohileTrader interfaces.

e Interactive Analytics" and IB Options Analytics™ - We offer our customers state-of-the-art tools, which include a
customizable trading platform, advanced analytic tools and sophisticated order types such as guaranteed combination trades.
IB also provides real-time option analytics, an arbitrage meter (atool that illustrates the extent of the premium (or discount)
of the lead month futures price above (or below) its fair future value with respect to the index price) and various
combinations of charts and other analytical tools.

¢ IBRisk Navigator™ - We offer free to all customers, our real-time market risk management platform that unifies exposure
across multiple asset classes around the globe. The system is capable of identifying overexposure to risk by starting at the
portfolio level and drilling down into successively greater detail within multiple report views. Report datais updated every
ten seconds or upon changes to portfolio composition. Predefined reports allow the summarization of a portfolio from
different risk perspectives, and allow views of Exposure, Vaue at Risk (“VaR"), Delta, Gamma, Vega and Theta and profit
and loss and position quantity measures for the different portfolio views. The system also offers the customer the ability to
modify positions through “what-if” scenarios that show hypothetical changes to the risk summary.

e \White Labeling - Our large bank and broker-dealer customers may “white label” our trading interface or can select from
among our modular functionalities, such as order routing, trade reporting or clearing, on specific products or exchanges
where they may not have up-to-date technology, in order to offer to their customers a complete global range of services and
products.

IB providesits customers with high-speed trade execution at low commission rates, in large part because it utilizes the
backbone technology developed for Timber Hill's market making operations. Asaresult of our advanced el ectronic brokerage
platform, IB attracts sophisticated and active investors. No single customer represents more than 1.1% of our commissions and
execution fees.

Technology

Our proprietary technology isthe key to our success. We built our business on the belief that afully computerized market
making system that could integrate pricing and risk exposure information quickly and continuously would enable us to make markets
profitably in many different financial instruments simultaneously. We believe that integrating our system with electronic exchanges
and market centers resultsin transparency, liquidity and efficiencies of scale. Together with the IB SmartRoutingSM system and our
low commissions, this reduces overall transaction costs to our customers and, in turn, increases our transaction volume and profits.
Over the past 30 years, we have devel oped an integrated trading system and communications network and have positioned our
company as an efficient conduit for the global flow of risk capital across asset and product classes on €l ectronic exchanges around the
world, permitting us to have one of the lowest cost structuresin the industry. We believe that devel oping, maintaining and continuing
to enhance our proprietary technology provides us and our customers with the competitive advantage of being able to adapt quickly to
the changing environment of our industry and to take advantage of opportunities presented by new exchanges, products or regul atory
changes before our competitors.

The quotes that we provide as market makers are driven by proprietary mathematical models that assimilate market data and
reevaluate our outstanding quotes each second. Because our technology infrastructure enables us to process large volumes of pricing
and risk exposure information rapidly, we are able to make markets profitably in securities with relatively low spreads between bid
and offer prices. As market makers, we must ensure that our interfaces connect effectively and efficiently with each exchange and
market center where we make markets and that they are in complete conformity with all the applicable rules of each local venue.
Utilizing up-to-date computer and telecommunications systems, we transmit continually updated pricing information directly to
exchange computer devices and receive trade and quote information for immediate processing by our systems. Asaresult, we are
able to maintain more effective control over our exposure to price and volatility movements on a real -time basis than many of our
competitors. Thisisimportant, not only because our system must process, clear and settle several hundred thousand market maker
trades per day with aminimal number of errors, but also because the system monitors and manages the risk on the entire portfolio,
which generally consists of several million open contracts distributed anong more than 100,000 different products. Using our system,
which we believe affords an optimal interplay of decentralized trading activity and centralized risk management, we quote marketsin
approximately 420,000 securities and futures products traded around the world.
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In our electronic brokerage business, our proprietary technology infrastructure enables us to provide our customers with the
ability to effect trades at among the lowest execution and commission costs in the industry. Additionally, our customers benefit from
real-time systems optimization for our market making business. Customer trades are both automatically captured and reported in real
timein our system. Our customers trade on more than 60 exchanges and market centersin 16 countries around the world. All of these
exchanges are partially or fully electronic, meaning that a customer can buy or sell a product traded on that exchange via an electronic
link from his or her computer terminal through our system to the exchange. We offer our products and services through a global
communications network that is designed to provide secure, reliable and timely access to the most current market information. We
provide our customers with a variety of means to connect to our brokerage systems, including dedicated point-to-point data lines,
virtual private networks and the Internet.

Specifically, our customers receive worldwide direct-access connectivity through our Trader Workstation (our rea-time Java
based trading platform), our proprietary Application Program Interface (“API”), and/or industry standard Financial Information
Exchange (“FIX") connectivity. Customers who want a professional quality trading application with a sophisticated user interface
utilize our Trader Workstation. Customers interested in developing program trading applicationsin MS-Excel, Java, Visual Basic or
C++ utilize our API. Largeinstitutions with FIX infrastructure prefer to use our FIX solution for seamless integration of their existing
order gathering and reporting applications.

While many brokerages, including online brokerages, rely on manual procedures to execute many day-to-day functions, |B
employs proprietary technology to automate, or otherwise facilitate, many of the following functions:

e account opening process,

e order routing and best execution;

e seamlesstrading across all types of securities and currencies around the world from one account;

e order typesand analytical tools offered to customers;

e delivery of customer information, such as confirmations, customizable rea -time account statements and audit trails;

e  customer service; and

e risk management through automated real-time credit management of all new orders and margin monitoring.
Resear ch and Development

One of our core strengths is our expertise in the rapid development and deployment of automated technology for the financial
markets. Our core software technology is developed internally, and we do not generally rely on outside vendors for software
development or maintenance. To achieve optimal performance from our systems, we are continuously rewriting and upgrading our
software. Use of the best available technology not only improves our performance but aso hel ps us attract and retain talented
developers. Our software development costs are low because the employees who oversee the devel opment of the software are the
same employees who design the application and evaluate its performance. This also enables usto add features and further refine our
software rapidly.

Our internally-devel oped, fully integrated trading and risk management systems are unique and transact across al product
classes on more than 70 markets and 14 currencies around the world. These systems have the flexibility to assimilate new exchanges
and new product classes without compromising transaction speed or fault tolerance. Fault tolerance, or the ability to maintain system
performance despite exchange malfunctions or hardware failures, is crucial to successful market making and ensuring best executions
for brokerage customers. Our systems are designed to detect exchange malfunctions and quickly take corrective actions by re-routing
pending orders.

Our company is technology-focused, and our management team is hands-on and technology-savvy. Most members of the
management team write detailed program specifications for new applications. The development queueis prioritized and highly
disciplined. Progress on programming initiativesis generally tracked on aweekly basis by a steering committee consisting of senior
executives. This enables usto prioritize key initiatives and achieve rapid results. All new business starts as a software devel opment
project. We generaly do not engage in any business that we cannot automate and incorporate into our platform prior to entering into
the business.




Therapid software devel opment and deployment cycle is achieved by our ability to leverage a highly integrated, object
oriented devel opment environment. The software code is modular, with each object providing a specific function and being reusable
in multiple applications. New software rel eases are tracked and tested with proprietary automated testing tools. We are not hindered
by disparate and often limiting legacy systems assembled through acquisitions. Virtually all of our software has been developed and
maintained with a unified purpose.

For 30 years, we have built and continuoudly refined our automated and integrated, real-time systems for world-wide trading,
risk management, clearing and cash management, among others. We have also assembled a proprietary connectivity network between
us and exchanges around the world. Efficiency and speed in performing prescribed functions are always crucial requirements for our
systems. Asaresult, our trading systems are able to assimilate market data, recalculate and distribute streaming quotes for tradable
productsin all product classes each second.

Risk Management Activities

The core of our risk management philosophy is the utilization of our fully integrated computer systems to perform critical,
risk-management activities on areal-time basis. In our market making business, our real-time integrated risk management system
seeks to ensure that overall IBG positions are continuously hedged at all times, curtailing risk. In our electronic brokerage business,
integrated risk management seeks to ensure that each customer’ s positions are continuously credit checked and brought into
complianceif equity falls short of margin requirements, curtailing bad debt |osses.

Market Making

We employ certain hedging and risk management techniques to protect us from a severe market dislocation. Our risk
management policies are developed and implemented by our Chairman and our steering committee, which is comprised of senior
executives of our various companies. Our strategy isto calculate quotes a few seconds ahead of the market and execute small trades at
atiny but favorable differential asaresult. Thisis made possible by our proprietary pricing model, which evaluates and monitors the
risks inherent in our portfolio, assimilates market data and reevaluates the outstanding quotes in our portfolio each second. Our model
automatically rebalances our positions throughout each trading day to manage risk exposures both on our options and futures positions
and the underlying securities, and will price the increased risk that a position would add to the overall portfolio into the bid and offer
prices we post. Under risk management policies implemented and monitored primarily through our computer systems, reportsto
management, including risk profiles, profit and loss analysis and trading performance, are prepared on areal-time basis as well as
daily and periodical bases. Although our market making is completely automated, the trading process and our risk are monitored by a
team of individuals who, in real time, observe multiple dimensional representations of various risk parameters of our consolidated
positions. Our assets and liabilities are marked-to-market daily for financial reporting purposes and re-valued continuously
throughout the trading day for risk management and asset/liability management purposes. No more than 0.5% of firm capital is at risk
of loss at any one time.

Since 1990 we have rapidly expanded our market presence and the number of financial instrumentsin which we make
markets. Thisdiversification acts as a passive form of portfolio risk management.

We trade primarily the options on stocks (and individual stocks) where the underlying equity market capitalization is greater
than $1 billion. Throughout the trading day we produce online, real-time profit and loss, risk evaluation, activity and other
management reports. Our software assembles from external sources a balance sheet and income statements for our accounting
department to reconcile the trading system results.

The adaptability of our portfolio risk management system and trading methods have allowed us to expand not only the
number of financial instruments traded but also across markets.

Electronic Brokerage

IB calculates margin requirements for each of its customers on areal-time basis across all product classes (stocks, options,
futures, bonds and forex) and across al currencies. Recognizing that IB’s customers are experienced investors, we expect our
customers to manage their positions proactively and we provide toolsto facilitate our customers’ position management. However, if a
customer’s equity falls below what is required to support that customer’s margin, 1B will automatically liquidate positions on areal-
time basis to bring the customer’ s account into margin compliance. Thisis doneto protect 1B, as well as the customer, from excessive
losses and further contributes to our low-cost structure. The entire credit management process is completely automated, and 1B does
not employ a margin department.




Asasafeguard, al liquidations are displayed on custom built liquidation monitoring screens that are part of the toolset our
technical staff usesto monitor performance of our systems at al times the markets around the world are open. In the event our
systems absorb erroneous market data from exchanges, which prompts liquidations, risk specialists on our technical staff have the
capability to halt liquidations that meet specific criteria. The liquidation halt function is highly restricted.

IB’s customer interface includes color coding on the account screen and pop-up warning messages to notify customers that
they are approaching their margin limits. This feature allows customers to take action, such as entering margin reducing trades, to
avoid having IB liquidate their positions. These tools and real-time margining allow 1B’ s customers to understand their trading risk at
any moment of the day and help IB maintain low commissions, by not having to price in the cost of credit losses.

Operational Controls

We have automated the full cycle of controls surrounding the market making and brokerage business. Key automated
controls include the following:

e  Our technical operations section continuously monitors our network and the proper functioning of each of our nodes
(exchanges, 1SPs, leased customer lines and our own data centers) around the world.

e  Our real-time credit manager software provides pre- and post-execution controls by:

e testing every customer order to ensure that the customer’ s account holds enough equity to support the execution
of the order, rejecting the order if equity isinsufficient or directing the order to an execution destination without
delay if equity is sufficient; and

e continuously updating a customer account’s equity and margin requirements and, if the account’s equity falls
below its minimum margin requirements, automatically issuing liquidating orders in a smart sequence designed
to minimize the impact on account equity.

e  Our market making system continuously evaluates approximately 420,000 securities and futures products in which we
provide bid and offer quotes and changes its bids and offers in such away as to maintain an overall hedge and a low-risk
profile. The speed of communicating with exchanges and market centers is maximized through continuous software and
network engineering innovation, thereby allowing the firm to achieve real-time controls over market exposure.

e  Our clearing system captures trades in real-time and performs automated reconciliation of trades and positions, corporate
action processing, customer account transfer, options exercise, securities lending and inventory management, allowing
the firm to effectively manage operational risk.

e  Our accounting system operates with automated data feeds from clearing and banking systems, allowing the firm to
produce financia statements for all parts of our business every day by mid-day on the day following trade date.

e Software developed to interface with the accounting and market making systems performs daily profit and loss
reconciliations, which provide tight financial controls over market making functions.

Transaction Processing

Our transaction processing is automated over the full life cycle of atrade. Our market making software generates and
disseminates to exchanges and market centers continuous bid and offer quotes on approximately 420,000 tradable, exchange listed
products. Our fully automated smart router system searches for the best possible combination of prices available at the time a
customer order is placed and immediately seeks to execute that order electronically or send it where the order has the highest
possibility of execution at the best price.

At the moment atrade is executed, our systems capture and deliver thisinformation back to the source, either the market
making system or viathe brokerage system to the customer, in most cases within afraction of asecond. Simultaneously, the trade
record is written into our clearing system, where it flows through a chain of control accounts that allow us to reconcile trades,
positions and money until the final settlement occurs. Our integrated software tracks other important activities, such as dividends,
corporate actions, options exercises, securities lending, margining, risk management and funds receipt and disbursement.
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IB SmartRoutingS"

IB SmartRoutingSM searches for the best destination pricein view of the displayed prices, sizes and accumulated statistical
information about the behavior of market centers at the time an order is placed and IB SmartRouting SM immediately seeks to execute
that order electronically. Unlike other smart routers, IB SmartRouting SM never relinquishes control of the order, and constantly
searches for the best price. It continuously evaluates fast-changing market conditions and dynamically re-routes all or parts of the
order seeking to achieve optimal execution. 1B SmartRouting SM represents each leg of a spread order independently and enters each
leg at the best possible venue. |B SmartRouting AutorecoverySM re-routes a customer’s U.S. options order in the case of an exchange
malfunction, with 1B undertaking the risk of double executions. In addition, IB SmartRoutingS™ checks each new order to seeif it
could be executed against any of its pending orders. Asthe system gains more users, this feature becomes more important for
customers in aworld of multiple exchanges and penny price orders because it increases the possibility of best executions for our
customers ahead of customers of other brokers.

Asaresult of thisfeature, our customers have a greater chance of executing limit orders and can do so sooner than those who
use other routers.

Clearing and Margining

Our activitiesin the United States are amost entirely self-cleared. We are afull clearing member of The Options Clearing
Corporation (“OCC"), the Chicago Mercantile Exchange Clearing House (“*CMECH"), The Clearing Corporation and The Depository
Trust and Clearing Corporation.

Dueto our large positionsin broad based index products, we benefit from the cross margin system maintained by these
clearing houses. For example, if we hold a position in an OCC-cleared product and have an offsetting position ina CMECH cleared
product, the cross margin computation takes both positions into account, thereby reducing the overall margin requirement. The
reduced margin benefit proves especially useful during times of market stress, such as on days with large price movements when intra-
day margin calls may be reduced or eliminated by the cross margin calculation. We are planning to make similar benefits available to
customers under an SEC-approved risk-based portfolio margin program.

In addition, we are self-cleared in the United Kingdom, Canada, Germany, Belgium, Ireland, France, Hong Kong, the
Netherlands, Norway, Sweden and Switzerland.

Customers

We established our electronic brokerage subsidiary, 1B, in 1993 to enhance the use of our global network of trading
interfaces, exchange and clearinghouse memberships and regulatory registrations assembled over the prior 16 years to serve our
market making business. We realized that electronic access to market centers worldwide through our network could easily be utilized
by the very same floor traders and trading desk professionals who, in the coming years, would be displaced by the conversion of
exchanges from open outcry to electronic systems.

We currently service approximately 95,000 cleared customer accounts. Our customers reside in approximately 140 countries
around the world. IB currently executes trades for at least two of the largest commercial banks and at least two of the largest bulge
bracket investment banks.

Thetarget IB customer is one that requires the latest in trading technology, derivatives expertise, and worldwide access and
expects low overall transaction costs. 1B’s customers are mainly comprised of “self-service” individuals, former floor traders, trading
desk professionals, electronic retail brokers, financial advisors who are comfortable with technology, banks that require global access
and hedge funds.

Our customers fall into three groups based on services provided: cleared customers, trade execution customers and wholesale
customers. With the advent of portfolio margining, we believe we will be able to persuade more of our trade execution hedge fund
customersto utilize our cleared business solution, which will benefit the hedge funds in terms of cost savings. Many prime brokers
offer increased leverage over Regulation T credit limitations and NY SE margin requirements through offshore entities and joint back
office arrangements. Through portfolio margining, 1B will now be able to offer similar leverage with lower margin requirements that
reflect the reduced risk of a hedged portfolio.

e Cleared Customers: We provide trade execution and clearing services to our cleared customers who are generally
attracted to our low commissions, low financing rates, high interest paid and best price execution. From small market
making groups and individual market makers, our cleared customer base has expanded over the years to include
institutional and individual traders and investors, financial advisors and introducing brokers.
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e Trade Execution Customers: We offer trade execution for customers who choose to clear with another prime broker or a
custodian bank; these customers are able to take advantage of our low commissions for trade execution as well as our
best price execution.

e Wholesale Customers; Our wholesale customers, which include some of the largest banks and retail electronic brokers,
are generaly self-clearing. These customers count on us for our superior options and option/stock combination trade
routing and execution and our ability to assist them in satisfying their regulatory requirements to provide best execution
to their customers.

Our non-cleared customers include large online brokers and increasing numbers of the proprietary and customer trading units
of U.S., Canadian and European commercial banks. These customers are attracted by the IB SmartRouting S¥ technology as well as
our direct access to stock, options, futures, forex and bond markets worldwide.

Our customers receive worldwide direct access connectivity in one of three ways: the Trader Workstation (our rea-time
Java-based trading platform), our proprietary API, and/or industry standard FIX connectivity.

Employees and Culture

We take pride in our technology-focused company culture and embrace it as one of our fundamental strengths. We remain
committed to improving our technology, and we try to minimize corporate hierarchy to facilitate efficient communication among
employees. We have assembled what we believe is a highly talented group of employees. Aswe grow, we expect to continue to
provide significant rewards for our employees who provide significant value to us and the world’ s financial markets.

As of December 31, 2007, we had 675 employees, al of whom were employed on afull-time basis. None of our employees
are covered by collective bargaining agreements. We believe that our relations with our employees are good.

Competition
Market making

Market makers range from sole proprietors with very limited resources, of which there are still afew hundred left, to afew
highly sophisticated groups which have substantially greater financial and other resources, including programmers and other research
and development personnel, than we do. Along with the ongoing conversion of exchanges from floor-based, open outcry arenas to
electronic matching systems, Timber Hill’s competitors have changed from many individuals or groups of traders to large, integrated
broker-dealers. Today, Timber Hill’s major competitors are large broker-dealers, such as Goldman Sachs, Citigroup, UBS, Morgan
Stanley and Merrill Lynch, and niche players such as Citadel, LaBranche, Group One Trading, Wolverine Trading and Peak6. Many
of our competitorsin market making are much larger than we are and have more captive order flow, although thisisless true with
respect to our narrow focus on options, futures and ETFs listed on electronic exchanges. In order to compete successfully, we believe
that we must have more sophisticated, versatile and robust software than our competitors. Thisis our primary focus, as contrasted
with many of our competitors. With respect to these competitors, Timber Hill maintains the advantage of having had much longer
experience with the devel opment and usage of its proprietary electronic brokerage and market making systems. Market conditions
that are difficult for other market participants often present Timber Hill with the opportunities inherent in diminished competition.
Our advantage is our expertise and decades of single-minded focus on developing our technology. This enables us to have a unique
platform specializing strictly in electronic market making and brokerage.

Electronic brokerage

The market for electronic brokerage servicesisrapidly evolving and highly competitive. B believesthat it neither fitswithin
the definition of atraditional broker nor a prime broker. IB’s primary competitors include offerings targeted to professional traders by
largeretail online brokers (such as E* TRADE' s Power E* TRADE Pro business and Charles Schwab & Co., Inc.’s CyberTrader
business) and the prime brokerage and electronic brokerage arms of major investment banks and brokers (such as Goldman Sachs
RediPlus business and Morgan Stanley’ s Passport business). We also encounter competition to alesser extent from full commission
brokerage firms including Merrill Lynch, Smith Barney (a division of Citigroup), as well as other financial institutions, some of which
provide online brokerage services. The electronic brokerage businesses of many of our competitors are relatively insignificant in the
totality of their firms' business. IB provides accessto a global range of products from asingle IB Universal Account™™ and
professional level executions and pricing, which positionsit in competition
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with niche direct-access providers and prime brokers. In addition, IB provides sophisticated order types and analytical tools that give
a competitive edge to its customers.

Regulation

Our securities and derivatives businesses are extensively regulated by U.S. federal and state regulators, foreign regulatory
agencies, and numerous exchanges and self-regulatory organizations of which our subsidiaries are members. In the current era of
heightened regulation of financial institutions, we expect to incur increasing compliance costs, along with the industry as awhole.

Overview

Asregistered U.S. broker-dealers, Interactive Brokers LLC (“IB LLC”) and TH LLC are subject to the rules and regulations
of the Exchange Act, and as members of various exchanges, we are also subject to such exchanges' rules and requirements.
Additionally, as registered futures commission merchants, IB LLC and TH LLC are subject to the Commadity Exchange Act and
rules promulgated by the Commaodity Futures Trading Commission (“CFTC") and the various commodity exchanges of which they
are members. Finally, we are subject to the requirements of various self-regulatory organizations such as the Financial Industry
Regulatory Authority (“FINRA™) and the National Futures Association (“NFA™). Our foreign affiliates are similarly regulated under
the laws and institutional framework of the countries in which they operate.

U.S. broker-dealers and futures commission merchants are subject to laws, rules and regul ations that cover all aspects of the
securities and derivatives business, including:

e salesmethods;

e trade practices;

e use and safekeeping of customers’ funds and securities;

e capital structure;

e record-keeping;

e financing of customers' purchases; and

e conduct of directors, officers and employees.

In addition, the businesses that we may conduct are limited by our agreements with and our oversight by FINRA.
Participation in new business lines, including trading of new products or participation on new exchanges or in new countries often
requires governmental and/or exchange approvals, which may take significant time and resources. Asaresult, we may be prevented
from entering new businesses that may be profitable in atimely manner, or at al.

As certain of our subsidiaries are members of FINRA, we are subject to certain regulations regarding changes in control of
our ownership. FINRA Rule 1017 generally provides that FINRA approval must be obtained in connection with any transaction
resulting in achange in control of amember firm. The FINRA defines control as ownership of 25% or more of the firm’s equity by a
single entity or person and would include a change in control of a parent company. Asaresult of these regulations, our future efforts
to sell shares or raise additional capital may be delayed or prohibited by FINRA.

Net Capital Rule

The SEC, FINRA, CFTC and various other regulatory agencies within the United States have stringent rules and regulations
with respect to the maintenance of specific levels of net capital by regulated entities. Generally, abroker-dealer’s capital is net worth
plus qualified subordinated debt less deductions for certain types of assets. The Net Capital Rule requires that at |east a minimum part
of abroker-dealer’s assets be maintained in arelatively liquid form.

If these net capital rules are changed or expanded, or if there is an unusually large charge against our net capital, our
operations that require the intensive use of capital would be limited. A large operating loss or charge against our net capital could
adversely affect our ability to expand or even maintain these current levels of business, which could have a material adverse effect on
our business and financial condition.
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The SEC and FINRA impose rules that require notification when net capital falls below certain predefined criteria. These
rules also dictate the ratio of debt-to-equity in the regulatory capital composition of a broker-dealer, and constrain the ability of a
broker-dealer to expand its business under certain circumstances. If afirm failsto maintain the required net capital, it may be subject
to suspension or revocation of registration by the applicable regulatory agency, and suspension or expulsion by these regulators could
ultimately lead to the firm’sliquidation. Additionally, the Net Capital Rule and certain FINRA rules impose requirements that may
have the effect of prohibiting a broker-dealer from distributing or withdrawing capital and requiring prior notice to and approval from
the SEC and FINRA for certain capital withdrawals.

Supervision and Compliance

Our Compliance Department supports and seeks to ensure proper operations of our market making and electronic brokerage
businesses. The philosophy of the Compliance Department, and our company as awhole, is to build automated systems to try to
eliminate manual steps and errors in the compliance process and then to augment these systems with human staff who apply their
judgment where needed. We have built automated systems to handle wide-ranging compliance issues such as trade and audit trail
reporting, financia operations reporting, enforcement of short sale rules, enforcement of margin rules and pattern day trading
restrictions, review of employee correspondence, archival of required records, execution quality and order routing reports, approval
and documentation of new customer accounts, and anti-money laundering and anti-fraud surveillance. In light of our automated
operations and our automated compliance systems, we have a smaller and more efficient Compliance Department than many
traditional securities firms. Nonetheless, we have increased the staffing in our Compliance Department over the past severa yearsto
meet the increased regulatory burdens faced by all industry participants.

IB and TH each has a Chief Compliance Officer who reports to its General Counsel and its internal audit and compliance
committee. These Chief Compliance Officers, plus certain other senior staff members, are FINRA-registered principals with
supervisory responsibility over the various aspects of our businesses. Staff members in the Compliance Department or in other
departments of the firm are also registered with FINRA, NFA or other regulatory organizations.

Regulation NMS

In 2007, the U.S. securitiesindustry implemented a number of new rules contained in Regulation NMS (“Reg NMS”), which
was approved by the SEC in June 2005 and makes a number of changes to the U.S. national market structure for equities. Among
other things, Reg NMS governs how market centers provide access to their quotations, changes the way market data fees are paid and
distributed, and prevents quoting in sub-penny increments. The most controversial aspect of Reg NMS is the “ Trade-Through Rule,”
which generally prevents a market center from trading a stock at a price worse than an electronically accessible quote for the same
stock displayed on a competing market center.

It isdifficult to predict exactly how Reg NMS will affect our businesses, although IB LLC and TH LLC are well-positioned
to benefit to the extent that Reg NM S increases transparency and automation in the U.S. equity markets. The Company participated in
various panel discussions and filed comment letters during the SEC’ s formulation and evaluation of Reg NMS, and IB LLC was an
early proponent and supporter of the Reg NMS initiative. Some exchanges and market centers, especially the NY SE, have already
increased their efforts to automate more stock executions rather than rely on human brokers and specialists to match trades. Our
brokerage and proprietary trading businesses are benefiting and should continue to benefit from this trend toward automatic
executions, which increase the speed and transparency of trading and reduce the ability of human traders to commit fraud by “backing
away” or changing their quotes after we send them an order, or by front-running orders.

With respect to the specific functionality of IB LLC’s brokerage platform, increased availability of automatic executions on
stock exchanges will tend to make IB LLC's automated platform more useful and valuable. On the other hand, the new Reg NMS
Trade-Through Rule could pose a competitive threat to the IB SmartRoutingS system for stocks, because exchanges likely will build
improved linkages to send orders to each other when an exchange is not itself offering the best posted price. However, an order smart
routed by 1B will always trade sooner than one that is linked by one exchange to another.

While increased competition from exchanges to provide “smart” order routing servicesislikely, IB is expected to have many
advantages over any exchange systems, including the facts that:

e |B hasnearly adecade’slead in devel oping smart routing technology and network infrastructure;

e |B’ssystem isconnected to a broad array of exchanges, ECNs and market makers;
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e thelB SmartRoutings™ system has the ability to split orders and route them to different markets and then re-route each
piece as market conditions change;

e multiple productsin addition to stocks are available on the IB platform; and

o |B offersclearing, financing, custodial and many other services to its customers that exchanges are not in a position to
provide.

Portfolio Margining

In April 2007, IB LLC was approved for and began to offer portfolio margining to its customers. Portfolio margining allows
customers to take advantage of reduced margin requirements based on the risk of their combined equities and derivatives positions
instead of traditional static margin requirements that are based on percent of value for each security that the customers hold. Thisrisk-
based margining alows for a more realistic representation of risk in a customer’s portfolio, giving the benefit of lower margin
requirements to hedged portfolios. Asaresult, IB LLC became more competitive with the largest U.S. prime clearing broker-dealers
who use their balance sheets to provide financing to customers. 1B LLC catersto sophisticated customers who utilize hedging to
reduce risk in their portfolios and benefit from a risk-based margin approach.

SEC portfolio margining rules require each participating firm to file an application with their designated self-regulatory
organization (“SRO") and receive approval for implementation of the portfolio margining program and related parameters, including
margin determination and risk management.

Patriot Act and Increased Anti-Money Laundering (“ AML” ) and “ Know Your Customer” Obligations

Registered broker-deal ers traditionally have been subject to avariety of rules that require that they “know their customers’
and monitor their customers’ transactions for suspicious financial activities. With the passage of the Uniting and Strengthening
Americaby Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (the “Patriot Act”), broker-dealers
are now subject to even more stringent requirements. Likewise, the SEC, CFTC, foreign regulators, and the various exchanges and
SROs, of which IB companies are members, have passed numerous new AML and customer due diligence rules. Significant criminal
and civil penalties can be imposed for violations of the Patriot Act, and significant fines and regulatory penalties for violations of other
governmental and SRO AML rules.

Asrequired by the Patriot Act and other new rules, we have established comprehensive anti-money laundering and customer
identification procedures, designated an AML compliance officer, trained our employees and conducted independent audits of our
program. Our anti-money laundering screening is conducted using a mix of automated and manual review and has been structured to
comply with recent regulations. We collect required information through our new account opening process and then screen accounts
with databases for the purposes of identity verification and for review of negative information and appearance on the Office of Foreign
Assets and Control, Specially Designated Nationals and Blocked Personslists. Additionally, we have developed methods for risk
control and continue to add upon specialized processes, queries and automated reports designed to identify money laundering, fraud
and other suspicious activities.

Business Continuity Planning

Federal regulators and industry self-regulatory organizations have passed a series of rulesin the past several years requiring
regulated firms to maintain business continuity plans that describe what actions firms would take in the event of a disaster (such asa
fire, natural disaster or terrorist incident) that might significantly disrupt operations. |B has devel oped business continuity plans that
describe steps that the firm and its employees would take in the event of various scenarios. The firm has built a backup site for certain
of its operations at its Chicago facilities that would be utilized in the event of a significant outage at the firm’'s Greenwich
headquarters. In addition, the firm has strengthened the infrastructure at its Greenwich headquarters and has built redundancy of
certain systems so that certain operations can be handled from multiple offices.

Foreign Regulation

Our international subsidiaries are subject to extensive regulation in the various jurisdictions where they have operations. The
most significant of our international subsidiaries are: Timber Hill Europe AG (“THE”"), registered to do businessin Switzerland as a
securities dealer; THSHK, registered to do business in Hong Kong as a securities dealer; THA, registered to do businessin Australia
as a securities dealer and futures broker; Interactive Brokers (U.K.) Limited (“IBUK"), registered to do businessinthe U.K. asa
broker; Interactive Brokers CanadaInc. (“IBC") and THC, registered to do business in Canada as an investment dealer and securities
dealer, respectively.
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Aswith those U.S. subsidiaries subject to FINRA rules, the ability of our regulated U.K. subsidiary, IBUK, to pay dividends
or make capital distributions may be impaired due to applicable capital requirements. IBUK issubject to “consolidated” regulation,
in addition to being subject to regulation on alegal entity basis. Consolidated regul ation impacts the regulated entity and its parent
holding companies in the United Kingdom, including the regulated entity’ s ability to pay dividends or distribute capital.

IBUK is also subject to regulations regarding changes in control similar to those described above under “Overview.” Under
Financial Services Authority (“FSA”) rules, regulated entities must obtain prior approval for any transaction resulting in a changein
control of aregulated entity. Under applicable FSA rules, control is broadly defined as a 10% interest in the regulated entity or its
parent or otherwise exercising significant influence over the management of the regulated entity. Asaresult of these regulations, our
future efforts to sell shares or raise additional capital may be delayed or prohibited by the FSA.

In Hong Kong, the Securities and Futures Commission (“ SFC”) regulates our subsidiary, THSHK, as a securitiesdealer. The
compliance regquirements of the SFC include, among other things, net capital requirements and stockholders' equity requirements.
The SFC regulates the activities of the officers, directors, employees and other persons affiliated with THSHK and requires the
registration of such persons.

In Canada, both THC and IBC are subject to the Investment Dealers Association of Canada (“IDA”) risk adjusted capital
requirement. In Switzerland, THE is subject to the Swiss National Bank €ligible equity requirement. In Australia, THA is subject to
the Australian Stock Exchange liquid capital requirement.
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ITEM 1A. RISK FACTORS

We face avariety of risks that are substantial and inherent in our businesses, including market, liquidity, credit, operational,
legal, regulatory and our company structure. In addition to the risksidentified elsewhere in this Annual Report on Form 10-K, the
following risk factors apply to our business results of operations and financial condition:

Risks Related to Our Company Structure

Control by Thomas Peter ffy of a majority of the combined voting power of our common stock may giveriseto conflicts of
interests and could discour age a change of control that other stockholders may favor, which could negatively affect our stock
price, and adver sely affect stockholdersin other ways.

Thomas Peterffy, our founder, Chairman and Chief Executive Officer, and his affiliates beneficially own approximately 85%
of the economic interests and all of the voting interestsin IBG Holdings LL C, which owns all of our Class B common stock,
representing approximately 89.7% of the combined voting power of all classes of our voting stock. Asaresult, Mr. Peterffy hasthe
ability to elect all of the members of our board of directors and thereby to control our management and affairs, including
determinations with respect to acquisitions, dispositions, material expansions or contractions of our business, entry into new lines of
business, borrowings, issuances of common stock or other securities, and the declaration and payment of dividends on our common
stock. In addition, Mr. Peterffy is able to determine the outcome of all matters requiring stockholder approval and will be able to
cause or prevent a change of control of our company or a change in the composition of our board of directors and could preclude any
unsolicited acquisition of our company. The concentration of ownership could discourage potential takeover attempts that other
stockholders may favor and could deprive stockholders of an opportunity to receive a premium for their common stock as part of a
sale of our company and this may adversely affect the market price of our common stock.

Moreover, because of Mr. Peterffy’s substantial ownership, we are eligible to be and are, treated as a* controlled company”
for purposes of the NASDAQ Marketplace Rules. Asaresult, we are not be required by NASDAQ to have a mgority of independent
directors or to maintain Compensation and Nominating and Corporate Governance Committees composed entirely of independent
directorsto continue to list the shares of our common stock on The NASDAQ Global Select Market (“NASDAQ GS’). Our
Compensation Committee is comprised of Messrs. Thomas Peterffy (Chairman of the Compensation Committee) and Earl H. Nemser
(our Vice Chairman). Mr. Peterffy’s membership on the Compensation Committee may give rise to conflicts of interestsin that
Mr. Peterffy is able to influence all matters relating to executive compensation, including his own compensation.

We aredependent on IBG LLC to distribute cash to usin amounts sufficient to pay our tax liabilities and other expenses.

We are a holding company and our primary assets are our approximately 10.3% equity interest in IBG LLC and our
controlling interest and related rights as the sole managing member of IBG LLC and, as such, we operate and control all of the
business and affairs of IBG LLC and are able to consolidate IBG LLC’ s financial resultsinto our financia statements. We have no
independent means of generating revenues. IBG LLC istreated as a partnership for U.S. federal income tax purposes and, as such, is
not subject to U.S. federal income tax. Instead, its taxableincomeis allocated on a pro rata basis to IBG Holdings LLC and us.
Accordingly, we incur income taxes on our proportionate share of the net taxable income of IBG LLC, and also incur expenses related
to our operations. We intend to cause IBG LLC to distribute cash to its members in amounts at |east equal to that necessary to cover
their tax liabilities, if any, with respect to the earnings of IBG LLC. To the extent we need funds to pay such taxes, or for any other
purpose, and IBG LLC is unable to provide such funds, it could have a material adverse effect on our business, financial condition or
results of operations.

Wearerequired to pay IBG Holdings LL C for the benefit relating to additional tax depreciation or amortization deductions
we claim asaresult of the tax basis step-up our subsidiariesreceived in connection with our 1PO.

In connection with our 1PO, we purchased interestsin IBG LLC from IBG Holdings LLC for cash. In addition, IBG LLC
membership interests held by IBG Holdings LLC may be sold in the future to us and financed by our issuances of shares of our
common stock. Theinitial purchase did, and the subsequent purchases may, result in increases in the tax basis of the tangible and
intangible assets of IBG LLC and its subsidiaries that otherwise would not have been available. Such increase will be approximately
equal to the amount by which our stock price at the time of the purchase exceeds the income tax basis of the assets of IBG LLC
underlying the IBG LLC interests acquired by us. Theseincreasesin tax basis will result in increased deductions in computing our
taxable income and resulting tax savings for us generally over the 15 year period which
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commenced with the initial purchase. We have agreed to pay 85% of these tax savings, if any, to IBG Holdings LLC asthey are
realized as additional consideration for the IBG LL C interests that we acquire.

Asaresult of the IPO, the increase in the tax basis attributable to our interest in IBG LLC is $0.95 billion. The tax savings
that we would actually realize as aresult of thisincrease in tax basis likely would be significantly less than this amount multiplied by
our effective tax rate due to a number of factors, including the alocation of a portion of the increasein tax basis to foreign or non-
depreciable fixed assets, the impact of the increase in the tax basis on our ability to use foreign tax credits and the rules relating to the
amortization of intangible assets, for example. Based on current facts and assumptions, including that subsequent purchases of IBG
LLC interestswill occur in fully taxable transactions, the potential tax basis increase resulting from the initial and future purchases of
the IBG LLC interests held by IBG Holdings LLC could be as much as $9.45 hillion. The tax receivable agreement requires 85% of
such tax savings, if any, to be paid to IBG Holdings LLC, with the balance to be retained by us. The actual increasein tax basis
depends, among other factors, upon the price of shares of our common stock at the time of the purchase and the extent to which such
purchases are taxable and, as aresult, could differ materially from this amount. Our ability to achieve benefits from any such increase,
and the amount of the payments to be made under the tax receivable agreement, depends upon a number of factors, as discussed
above, including the timing and amount of our future income.

If either immediately before or immediately after any purchase or the related issuance of our stock, the IBG Holdings LLC
members own or are deemed to own, in the aggregate, more than 20% of our outstanding stock, then all or part of any increase in the
tax basis of goodwill may not be amortizable and, thus, our ability to realize the annual tax savings that otherwise would have resulted
if such tax basis were amortizable may be significantly reduced. Although the IBG Holdings LLC members are prohibited under the
exchange agreement from purchasing shares of Class A common stock, grants of our stock to employees and directors who are also
members or related to members of IBG Holdings LL C and the application of certain tax attribution rules, such as among family
members and partnersin a partnership, could result in IBG Holdings LLC members being deemed for tax purposes to own shares of
Class A common stock.

If the IRS successfully challenges the tax basis increase, under certain circumstances, we could be required to make payments
to IBG Holdings LLC under the tax receivable agreement in excess of our cash tax savings.

Our senior secured revolving credit facility and our senior notesimpose certain restrictions. A failureto comply with these
restrictions could lead to an event of default, resulting in an acceleration of indebtedness, which may affect our ability to
finance future operations or capital needs, or to engagein other business activities.

As of December 31, 2007, our total indebtedness (consisting of the aggregate amounts outstanding under senior notes, senior
secured revolving credit facility and short-term borrowings) was approximately $1.88 hillion. On May 19, 2006, IBG LLC entered
into a $300.0 million three-year senior secured revolving credit facility with JPMorgan Chase Bank, N.A. as administrative agent,
Harris N.A. as syndication agent, and Citibank, N.A. and HSBC Bank USA National Association as co-syndication agents. In
addition, subject to restrictions in our senior secured revolving credit facility and our senior notes, we may incur additional first-
priority secured borrowings under the senior secured revolving credit facility.

The operating and financial restrictions and covenantsin our debt agreements, including the senior secured revolving credit
facility and our senior notes, may adversely affect our ability to finance future operations or capital needs or to engage in other
business activities. Our senior secured revolving credit facility requires us to maintain specified financial ratios and tests, including
interest coverage and total leverage ratios and maximum capital expenditures, which may require that we take action to reduce debt or
to act in amanner contrary to our business objectives. In addition, the senior secured revolving credit facility and the senior notes
restrict our ability to, among other things:

e incur additional indebtedness;

dispose of assets;

e guarantee debt obligations;

e repay indebtedness or amend debt instruments;
e pay dividends;

e createlienson assets;
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e makeinvestments,

e make acquisitions;

e engagein mergers or consolidations; or

e engagein certain transactions with subsidiaries and affiliates and otherwise restrict corporate activities.

A more detailed discussion of the restrictions contained in our senior secured revolving credit facility can be found in Part 11,
Item 7 “Management’ s Discussion and Analysis of Financial Condition and Results of Operations’ of this Annual Report on Form 10-
K. A failure to comply with the restrictions contained in the senior secured revolving credit facility could lead to an event of default,
which could result in an acceleration of our indebtedness. Such an acceleration would constitute an event of default under our senior
notes. A failure to comply with the restrictionsin our senior notes could result in an event of default under our senior notes. Our
future operating results may not be sufficient to enable compliance with the covenants in the senior secured revolving credit facility,
our senior notes or other indebtedness or to remedy any such default. In addition, in the event of an acceleration, we may not have or
be able to obtain sufficient funds to refinance our indebtedness or make any accelerated payments, including those under the senior
notes. In addition, we may not be able to obtain new financing. Even if we were able to obtain new financing, we would not be able
to guarantee that the new financing would be on commercially reasonable terms or terms that would be acceptable to us. If we default
on our indebtedness, our business financia condition and results of operation could be materially and adversely affected.

Future sales of our common stock in the public market could lower our stock price, and any additional capital raised by us
through the sale of equity or convertible securities may dilute your ownership in us.

The members of IBG Holdings LLC have the right to cause the redemption of their IBG Holdings LLC membership interests
over time in connection with offerings of shares of our common stock. We intend to sell additional shares of common stock in
subsequent public offerings on aregular basis, including annual offerings of our common stock to finance future purchases of IBG
LLC membership interests which, in turn, will finance corresponding redemptions of IBG Holdings LLC membership interests. These
annual offerings and related transactions are anticipated to occur on or about each of the first eight years following the PO and,
depending on the timing of redemptions, possibly extend into the future in accordance with an exchange agreement among us, IBG
LLC, IBG Holdings LL C and the historical members of IBG LLC. We may also issue additional shares of common stock or
convertible debt securities to finance future acquisitions or business combinations. We currently have approximately 40.2 million
outstanding shares of common stock. Assuming no anti dilution adjustments based on combinations or divisions of our common
stock, the annual offerings referred to above could result in the issuance by us of up to an additional approximately 360.0 million
shares of common stock. It is possible, however, that such shares could be issued in one or afew large transactions.

We cannot predict the size of future issuances of our common stock or the effect, if any, that future issuances and sales of
shares of our common stock may have on the market price of our common stock. Sales of substantial amounts of our common stock
(including shares issued in connection with an acquisition), or the perception that such sales could occur, may cause the market price
of our common stock to decline.

Certain provisionsin our amended and restated certificate of incorporation may prevent efforts by our stockholdersto change
our direction or management.

Provisions contained in our amended and restated certificate of incorporation could make it more difficult for athird party to
acquire us, even if doing so might be beneficial to our stockholders. For example, our amended and restated certificate of
incorporation authorizes our board of directors to determine the rights, preferences, privileges and restrictions of unissued series of
preferred stock, without any vote or action by our stockholders. We could issue a series of preferred stock that could impede the
completion of amerger, tender offer or other takeover attempt. These provisions may discourage potential acquisition proposals and
may delay, deter or prevent a change of control of us, including through transactions, and, in particular, unsolicited transactions, that
some or all of our stockholders might consider to be desirable. Asaresult, efforts by our stockholders to change our direction or
management may be unsuccessful.
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Risks Related to Our Business
Our business may be harmed by global events beyond our control, including overall sowdownsin securitiestrading.

Like other brokerage and financial services firms, our business and profitability are directly affected by elements that are
beyond our control, such as economic and political conditions, broad trends in business and finance, changes in volume of securities
and futures transactions, changes in the markets in which such transactions occur and changes in how such transactions are processed.
A weakness in equity markets, such as a slowdown causing reduction in trading volumein U.S. or foreign securities and derivatives,
has historically resulted in reduced transaction revenues and would have a material adverse effect on our business, financial condition
and results of operations.

Because our revenues and profitability depend on trading volume, they are proneto significant fluctuations and are difficult to
predict.

Our revenues are dependent on the level of trading activity on securities and derivatives exchanges in the United States and
abroad. Inthe past, our revenues and operating results have varied significantly from period to period due primarily to the willingness
of competitors to trade more aggressively by decreasing their bid/offer spreads and thereby assuming more risk in order to acquire
market share, to movements and trends in the underlying markets, and to fluctuations in trading levels. Asaresult, period to period
comparisons of our revenues and operating results may not be meaningful, and future revenues and profitability may be subject to
significant fluctuations or declines.

Our reliance on our computer software could cause us great financial harm in the event of any disruption or corruption of our
computer software. We may experience technology failureswhile developing our software.

We rely on our computer software to receive and properly process internal and external data. Any disruption for any reason
in the proper functioning or any corruption of our software or erroneous or corrupted data may cause us to make erroneous trades or
suspend our services and could cause us great financial harm. In order to maintain our competitive advantage, our software is under
continuous development. Aswe identify and enhance our software, there isrisk that software failures may occur and result in service
interruptions and have other unintended conseguences.

Our business could be harmed by a systemic market event.

Some market participants could be overleveraged. In case of sudden, large price movements, such market participants may
not be able to meet their obligations to brokers who, in turn, may not be able to meet their obligations to their counterparties. Asa
result, the financial system or a portion thereof could collapse, and the impact of such an event could be catastrophic to our business.

We may incur material trading losses from our market making activities.

A substantial portion of our revenues and operating profitsis derived from our trading as principal in our role as a market
maker and specialist. We may incur trading losses relating to these activities since each primarily involves the purchase or sale of
securities for our own account. In any period, we may incur trading losses in a significant number of securities for avariety of reasons
including:

e price changesin securities;

e lack of liquidity in securitiesin which we have positions; and

o therequired performance of our market making and specialist obligations.

These risks may limit or restrict our ability to either resell securities we purchased or to repurchase securitieswe sold. In
addition, we may experience difficulty borrowing securities to make delivery to purchasers to whom we sold short, or lenders from
whom we have borrowed. From time to time, we have large position concentrations in securities of a single issuer or issuers engaged
in aspecific industry or traded in a particular market. Such a concentration could result in higher trading losses than would occur if
our positions and activities were less concentrated.

In our role as a market maker, we attempt to derive a profit from the difference between the prices at which we buy and sell,
or sell and buy, securities. However, competitive forces often require us to match the quotes other market makers display and to hold
varying amounts of securitiesin inventory. By having to maintain inventory positions, we are subjected to a high
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degree of risk. We cannot assure you that we will be able to manage such risk successfully or that we will not experience significant
losses from such activities, which could have a material adverse effect on our business, financial condition and operating results.

Reduced spreadsin securities pricing, levels of trading activity and trading through market makersand/or specialists could
harm our business.

Computer-generated buy/sell programs and other technological advances and regulatory changes in the marketplace may
continue to tighten spreads on securities transactions. Tighter spreads and increased competition could make the execution of trades
and market making activities less profitable. In addition, new and enhanced alternative trading systems such as ECNs have emerged
as an dternative for individual and institutional investors, aswell as broker-dealers, to avoid directing their trades through market
makers, and could result in reduced revenues derived from our market making business.

Wemay incur lossesin our market making activitiesin the event of failures of our proprietary pricing model.

The success of our market making businessis substantially dependent on the accuracy of our proprietary pricing
mathematical model, which continuously evaluates and monitors the risks inherent in our portfolio, assimilates market data and
reevaluates our outstanding quotes each second. Our model is designed to automatically rebalance our positions throughout the
trading day to manage risk exposures on our positions in options, futures and the underlying securities. In the event of aflaw in our
pricing model and /or afailure in the related software, our pricing model may lead to unexpected and/or unprofitable trades, which
may result in material trading losses.

Thevaluation of the financial instrumentswe hold may result in large and occasionally anomalous swingsin the value of our
positionsand in our earningsin any period.

The market prices of our long and short positions are reflected on our books at closing prices which are typically the last
trade price before the official close of the primary exchange on which each such security trades. Given that we manage a globally
integrated portfolio, we may have large and substantially offsetting positions in securities that trade on different exchanges that close
at different times of the trading day. As aresult, there may be large and occasionally anomalous swings in the value of our positions
daily and, accordingly, in our earningsin any period. Thisis especialy true on the last business day of each calendar quarter.

We are exposed to losses due to lack of perfect information.

As market makers, we provide liquidity by buying from sellers and selling to buyers. Quite often, we trade with others who
have different information than we do, and as aresult, we may accumulate unfavorable positions preceding large price movementsin
companies. Should the frequency or magnitude of these events increase, our losses will likely increase correspondingly.

Rules governing specialists and designated market makers may require usto make unprofitable trades or prevent usfrom
making profitable trades.

Specialists and designated market makers are granted certain rights and have certain obligations to “make amarket” in a
particular security. They agree to specific obligationsto maintain afair and orderly market. In acting as a specialist or designated
market maker, we are subjected to a high degree of risk by having to support an orderly market. In thisrole, we may at times be
required to make trades that adversely affect our profitability. In addition, we may at times be unable to trade for our own account in
circumstances in which it may be to our advantage to trade, and we may be obligated to act as a principal when buyers or sellers
outnumber each other. In those instances, we may take a position counter to the market, buying or selling securities to support an
orderly market. Additionally, the rules of the markets which govern our activities as a specialist or designated market maker are
subject to change. If these rules are made more stringent, our trading revenues and profits as specialist or designated market maker
could be adversely affected.

We are subject to potential lossesasaresult of our clearing and execution activities.

As a clearing member firm providing financing services to certain of our brokerage customers, we are ultimately responsible
for their financial performance in connection with various stock, options and futures transactions. Our clearing operations require a
commitment of our capital and, despite safeguards implemented by our software, involve risks of losses due to the potential failure of
our customersto perform their obligations under these transactions. |f our customers default on their obligations, we remain
financially liable for such obligations, and although these obligations are collateralized, we are subject to
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market risk in the liquidation of customer collateral to satisfy those obligations. There can be no assurance that our risk management
procedures will be adequate. Any liability arising from clearing operations could have a material adverse effect on our business,
financial condition and/or operating resullts.

As aclearing member firm of securities and commaodities clearing houses in the United States and abroad, we are also
exposed to clearing member credit risk. Securities and commodities clearing houses require member firms to deposit cash and/or
government securities to a clearing fund. If a clearing member defaultsin its obligations to the clearing house in an amount larger
than its own margin and clearing fund deposits, the shortfall is absorbed pro rata from the deposits of the other clearing members.
Many clearing houses of which we are members also have the authority to assess their members for additional fundsif the clearing
fund is depleted. A large clearing member default could result in a substantial cost to us if we are required to pay such assessments.

Our internal controlsover financial reporting may not be effective and our independent auditors may not be able to certify as
to their effectiveness, which could have a significant and adver se effect on our business and reputation.

We are evaluating our internal controls over financial reporting in order to allow management to report on, and our
independent auditors to attest to, our internal controls over financial reporting, as required by Section 404 of the Sarbanes-Oxley Act
of 2002, as amended, and rules and regulations of the SEC thereunder, which we refer to as Section 404. We are in the process of
documenting and testing our internal control proceduresin order to satisfy the requirements of Section 404, which requires annual
management assessments of the effectiveness of our internal controls over financial reporting and a report by our independent
registered public accounting firm addressing these assessments.

Aswe continue our evaluation, we may identify material weaknesses that we may not be able to remediate in time to meet
the deadline imposed by the Sarbanes-Oxley Act of 2002, as amended, for compliance with the requirements of Section 404. We will
be required to comply with the requirements of Section 404 for our year ending December 31, 2008. In addition, if we fail to achieve
and maintain the adequacy of our internal controls, as such standards are modified, supplemented or amended from time to time, we
may not be able to ensure that we can conclude on an ongoing basis that we have effective internal controls over financial reporting in
accordance with Section 404. We cannot be certain as to the timing of completion of our evaluation, testing and any remediation
actions or the impact on our operations. If we are not able to implement the requirements of Section 404 in atimely manner or with
adequate compliance, our independent auditors may not be able to certify as to the effectiveness of our internal control over financial
reporting and we may be subject to sanctions or investigation by regulatory authorities, such asthe SEC. Asaresult, there could be a
negative reaction in the financial markets due to aloss of confidencein the reliability of our financial statements. In addition, we may
be required to incur costs in improving our internal control system and the hiring of additional personnel. Any such action could
negatively affect our results of operations.

We may not pay dividends on our common stock at any timein the foreseeable future.

Asaholding company for our interest in IBG LLC, we will be dependent upon the ability of IBG LLC to generate earnings
and cash flows and distribute them to us so that we may pay any dividends to our stockholders. To the extent (if any) that we have
excess cash, any decision to declare and pay dividends in the future will be made at the discretion of our board of directors and will
depend on, among other things, our results of operations, financial conditions, cash requirement, contractual restrictions and other
factors that our board of directors may deem relevant. We have made no determination as to whether to pay dividends on our
common stock at any time in the foreseeable future.

Regulatory and legal uncertainties could harm our business.

The securities and derivatives businesses are heavily regulated. Firmsin financial service industries have been subject to an
increasingly regulated environment over recent years, and penalties and fines sought by regulatory authorities have increased
accordingly. Thisregulatory and enforcement environment has created uncertainty with respect to various types of transactions that
historically had been entered into by financial services firms and that were generally believed to be permissible and appropriate. Our
broker-dealer subsidiaries are subject to regulations in the United States and abroad covering all aspects of their business. Regulatory
bodiesinclude, in the United States, the SEC, FINRA, the Board of Governors of the Federal Reserve System, the Chicago Board
Options Exchange, the Commaodity Futures Trading Commission, and the National Futures Association; in Switzerland, the Federal
Banking Commission; in the United Kingdom, the Financia Services Authority; in Hong Kong, the Securities and Futures
Commission; in Australia, the Australian Securities and Investment Commission; and in Canada, the Investment Dealers Association
of Canada and various Canadian securities commissions. Our mode of operation and profitability may be directly affected by
additional legislation changes in rules promulgated by various domestic and foreign government agencies and self-regulatory
organizations that oversee our businesses, and changes in the interpretation or enforcement of existing laws and rules. Noncompliance
with applicable laws or regulations could result in sanctions being
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levied against us, including fines and censures, suspension or expulsion from a certain jurisdiction or market or the revocation or
limitation of licenses. Noncompliance with applicable laws or regulations could adversely affect our reputation, prospects, revenues
and earnings. In addition, changesin current laws or regulations or in governmental policies could adversely affect our operations,
revenues and earnings.

Domestic and foreign stock exchanges, other self-regulatory organizations and state and foreign securities commissions can
censure, fine, issue cease-and-desist orders, suspend or expel abroker-dealer or any of its officers or employees. Our ability to
comply with al applicable laws and rulesis largely dependent on our internal system to ensure compliance, as well as our ability to
attract and retain qualified compliance personnel. We could be subject to disciplinary or other actionsin the future due to claimed
noncompliance, which could have a material adverse effect on our business, financial condition and results of operations. To continue
to operate and to expand our services internationally, we may have to comply with the regulatory controls of each country in which we
conduct, or intend to conduct business, the requirements of which may not be clearly defined. The varying compliance requirements
of these different regulatory jurisdictions, which are often unclear, may limit our ability to continue existing international operations
and further expand internationally.

Our futureeffortsto sell sharesor raise additional capital may be delayed or prohibited by regulations.

As certain of our subsidiaries are members of FINRA, we are subject to certain regulations regarding changes in control of
our ownership. FINRA Rule 1017 generally provides that FINRA approva must be obtained in connection with any transaction
resulting in a change in control of amember firm. FINRA defines control as ownership of 25% or more of the firm’s equity by a
single entity or person and would include a change in control of a parent company. Interactive Brokers (U.K.) Limited is subject to
similar change in control regulations promulgated by the FSA in the United Kingdom. Asaresult of these regulations, our future
effortsto sell shares or raise additional capital may be delayed or prohibited. We may be subject to similar restrictions in other
jurisdictions in which we operate.

We depend on our proprietary technology, and our futureresults may be impacted if we cannot maintain technological
superiority in our industry.

Our success in the past has largely been attributable to our sophisticated proprietary technology that has taken many yearsto
develop. We have benefited from the fact that the type of proprietary technology equivalent to that which we employ has not been
widely available to our competitors. If our technology becomes more widely available to our current or future competitors for any
reason, our operating results may be adversely affected. Additionally, adoption or development of similar or more advanced
technologies by our competitors may require that we devote substantial resources to the devel opment of more advanced technology to
remain competitive. The markets in which we compete are characterized by rapidly changing technology, evolving industry standards
and changing trading systems, practices and techniques. Although we have been at the forefront of many of these developmentsin the
past, we may not be able to keep up with these rapid changes in the future, devel op new technology, realize a return on amounts
invested in devel oping new technologies or remain competitive in the future.

Theloss of our key employees would materially adver sely affect our business.

Our key executives have substantial experience and have made significant contributions to our business, and our continued
success is dependent upon the retention of our key management executives, as well as the services provided by our staff of trading
system, technology and programming specialists and a number of other key managerial, marketing, planning, financial, technical and
operations personnel. Theloss of such key personnel could have amaterial adverse effect on our business. Growth in our businessis
dependent, to alarge degree, on our ability to retain and attract such employees.

We are exposed to risks associated with our international operations.

During 2007, approximately 32% of our net revenues were generated outside the United States. We are exposed to risks and
uncertainties inherent in doing business in international markets, particularly in the heavily regulated brokerage industry. Such risks
and uncertainties include political, economic and financial instability; unexpected changes in regulatory requirements, tariffs and other
trade barriers; exchange rate fluctuations; applicable currency controls; and difficultiesin staffing, including reliance on newly hired
local experts, and managing foreign operations. These risks could cause a material adverse effect on our business, financial condition
or results of operations.
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Wedo not have fully redundant systems. System failures could harm our business.

If our systemsfail to perform, we could experience unanticipated disruptions in operations, slower response times or
decreased customer service and customer satisfaction. Our ability to facilitate transactions successfully and provide high quality
customer service aso depends on the efficient and uninterrupted operation of our computer and communications hardware and
software systems. Our service has experienced periodic system interruptions, which we believe will continue to occur from time to
time. Our systems and operations aso are vulnerable to damage or interruption from human error, natural disasters, power 10ss,
telecommunication failures, break-ins, sabotage, computer viruses, intentional acts of vandalism and similar events. While we
currently maintain redundant servers to provide limited service during system disruptions, we do not have fully redundant systems,
and our formal disaster recovery plan does not include restoration of all services. For example, we have backup facilities to our
disaster recovery site that enable us, in the case of complete failure of our main North America data center, to recover and complete al
pending transactions, provide customers with access to their accounts to deposit or withdraw money, transfer positions to other
brokers and manage their risk by continuing trading through the use of marketable orders. These backup services are currently limited
to U.S. markets. We do not currently have separate backup facilities dedicated to our non-U.S. operations. It is our intention to
provide for and progressively deploy backup facilities for our global facilities over time. In addition, we do not carry business
interruption insurance to compensate for losses that could occur to the extent not required. Any system failure that causes an
interruption in our service or decreases the responsiveness of our service could impair our reputation, damage our brand name and
materially adversely affect our business, financial condition and results of operations.

Failure of third-party systems on which werely could adver sely affect our business.

Werely on certain third-party computer systems or third-party service providers, including clearing systems, exchange
systems, Internet service, communications facilities and other facilities. Any interruption in these third-party services, or deterioration
in their performance, could be disruptive to our business. If our arrangement with any third party is terminated, we may not be able to
find an aternative source of systems support on atimely basis or on commercially reasonable terms. This could have a material
adverse effect on our business, financia condition and results of operations.

We face competition in our market making activities.

In our market making activities, we compete with other firms who act as market makers based on our ability to provide
liquidity at competitive prices and to attract order flow. Market makers range from sole proprietors with very limited resources, of
which there are still afew hundred left, to afew highly sophisticated groups which have substantially greater financial and other
resources, including research and development personnel, than we do. These larger and better capitalized competitors may be better
able to respond to changesin the market making industry, to compete for skilled professionals, to finance acquisitions, to fund internal
growth and to compete for market share generally. We may not be able to compete effectively against these firms, particularly those
with greater financial resources, and our failure to do so could materially and adversely affect our business, financial condition and
results of operations. Asin the past, we may in the future face enhanced competition, resulting in narrowing bid/offer spreadsin the
marketplace that may adversely impact our financial performance. Thisisespecialy likely if others can acquire systems that enable
them to predict markets or process trades more efficiently than we can.

Our direct market access clearing and non-clearing broker age oper ations face intense competition.

With respect to our direct market access brokerage business, the market for electronic and interactive bidding, offering and
trading services in connection with equities, options and futuresis relatively new, rapidly evolving and intensely competitive. We
expect competition to continue and intensify in the future. Our current and potential future competition principally comes from five
categories of competitors:

e prime brokers who, in an effort to satisfy the demands of their customers for hands-on electronic trading facilities,
universal access to markets, smart routing, better trading tools, lower commissions and financing rates, have embarked
upon building such facilities and product enhancements;

e direct market access and online options and futures firms;

e direct market access and online equity brokers;

o software development firms and vendors who create global trading networks and analytical tools and make them
available to brokers; and

e traditional brokers.
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In addition, we compete with financial institutions, mutual fund sponsors and other organizations, many of which provide
online, direct market access or other investing services. A number of brokers provide our technology and execution services to their
customers, and these brokers will become our competitors if they develop their own technology. Some of our competitorsin this area
have greater name recognition, longer operating histories and significantly greater financial, technical, marketing and other resources
than we have and offer awider range of services and financia products than we do. Some of our competitors may a so have an ability
to charge lower commissions. We cannot assure you that we will be able to compete effectively or efficiently with current or future
competitors. These increasing levels of competition in the online trading industry could significantly harm this aspect of our business.

Wearesubject torisksrelating to litigation and potential securitieslawsliability.

We are exposed to substantial risks of liability under federal and state securities laws, other federal and state laws and court
decisions, as well as rules and regulations promulgated by the SEC, the CFTC, the Federal Reserve, state securities regulators, the
self-regulatory organizations and foreign regulatory agencies. We are also subject to therisk of litigation and claims that may be
without merit. We could incur significant legal expensesin defending ourselves against and resolving lawsuits or claims. An adverse
resolution of any future lawsuits or claims against us could result in a negative perception of our company and cause the market price
of our common stock to decline or otherwise have an adverse effect on our business, financial condition and/or operating results. See
Part I, Item 3, “Legal Proceedings and Regulatory Matters.”

Any future acquisitions may result in significant transaction expenses, integration and consolidation risks and risks associated
with entering new markets, and we may be unable to profitably operate our consolidated company.

Although our growth strategy has not focused historically on acquisitions, we may in the future engage in evaluations of
potential acquisitions and new businesses. We may not have the financial resources necessary to consummate any acquisitionsin the
future or the ability to obtain the necessary funds on satisfactory terms. Any future acquisitions may result in significant transaction
expenses and risks associated with entering new markets in addition to integration and consolidation risks. Because acquisitions
historically have not been a core part of our growth strategy, we have no material experience in successfully utilizing acquisitions.
We may not have sufficient management, financial and other resources to integrate any such future acquisitions or to successfully
operate new businesses and we may be unable to profitably operate our expanded company.

Internet-related issues may reduce or ow the growth in the use of our servicesin the future.

Critical issues concerning the commercial use of the Internet, such as ease of access, security, privacy, reiability, cost, and
quality of service, remain unresolved and may adversely impact the growth of Internet use. If Internet usage continues to increase
rapidly, the Internet infrastructure may not be able to support the demands placed on it by this growth, and its performance and
reliability may decline. The recent growth in Internet traffic has caused frequent periods of decreased performance, outages and
delays. Although our larger institutional customers use leased data lines to communicate with us, our ability to increase the speed
with which we provide services to consumers and to increase the scope and quality of such servicesis limited by and dependent upon
the speed and reliability of our customers’ access to the Internet, which is beyond our control. If periods of decreased performance,
outages or delays on the Internet occur frequently or other critical issues concerning the Internet are not resolved, overall Internet
usage or usage of our web based products could increase more slowly or decline, which would cause our business, results of
operations and financial condition to be materially and adversely affected.

Our computer infrastructure may be vulnerableto security breaches. Any such problems could jeopar dize confidential
information transmitted over the I nternet, cause interruptionsin our operationsor cause usto have liability to third persons.

Our computer infrastructure is potentially vulnerable to physical or electronic computer break-ins, viruses and similar
disruptive problems and security breaches. Any such problems or security breaches could cause us to have liability to one or more
third parties, including our customers, and disrupt our operations. A party able to circumvent our security measures could
misappropriate proprietary information or customer information, jeopardize the confidential nature of information transmitted over the
Internet or cause interruptions in our operations. Concerns over the security of Internet transactions and the privacy of users could
also inhibit the growth of the Internet or the electronic brokerage industry in general, particularly as a means of conducting
commercial transactions. To the extent that our activities involve the storage and transmission of proprietary information such as
personal financial information, security breaches could expose usto arisk of financial loss, litigation and other liabilities. Our
estimated annual losses from reimbursements to customers whose accounts have been negatively affected by unauthorized access have
historically been less than $500,000, but instances of unauthorized access of customer accounts have been increasing recently on an
industry-wide basis. Our current insurance program may protect us against some, but not
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all, of such losses. Any of these events, particularly if they (individually or in the aggregate) result in aloss of confidencein our
company or electronic brokerage firmsin general, could have a material adverse effect on our business, results of operations and
financial condition.

We may not be able to protect our intellectual property rights or may be prevented from using intellectual property necessary
for our business.

Werely primarily on trade secret, contract, copyright, patent and trademark laws to protect our proprietary technology. It is
possible that third parties may copy or otherwise obtain and use our proprietary technology without authorization or otherwise infringe
on our rights. We may aso face claims of infringement that could interfere with our ability to use technology that is material to our
business operations.

In the future, we may haveto rely on litigation to enforce our intellectual property rights, protect our trade secrets, determine
the validity and scope of the proprietary rights of others or defend against claims of infringement or invalidity. Any such litigation,
whether successful or unsuccessful, could result in substantial costs and the diversion of resources and the attention of management,
any of which could negatively affect our business.

Our future success will depend on our response to the demand for new services, products and technologies.

The demand for market making services, particularly servicesthat rely on electronic communications gateways, is
characterized by:

e rapid technological change;

e changing customer demands;

e the need to enhance existing services and products or introduce new services and products; and
e evolving industry standards.

New services, products and technologies may render our existing services, products and technologies |ess competitive. Our
future success will depend, in part, on our ability to respond to the demand for new services, products and technologies on atimely
and cost-effective basis and to adapt to technological advancements and changing standards to address the increasingly sophisticated
requirements and varied needs of our customers and prospective customers. We cannot assure you that we will be successful in
developing, introducing or marketing new services, products and technologies. In addition, we may experience difficulties that could
delay or prevent the successful development, introduction or marketing of these services and products, and our new service and
product enhancements may not achieve market acceptance. Any failure on our part to anticipate or respond adequately to
technological advancements, customer requirements or changing industry standards, or any significant delays in the devel opment,
introduction or availability of new services, products or enhancements could have a material adverse effect on our business, financial
condition and operating results.

The expansion of our market making activitiesinto forex-based products entails significant risk, and unforeseen eventsin such
business could have an adver se effect on our business, financial condition and results of operation.

We recently entered into market making for forex-based products. Thisincludes the trading of cash in foreign currencies
with banks and exchange-listed futures, options on futures, options on cash deposits and currency-based ETFs. All of the risks that
pertain to our market making activitiesin equity-based products also apply to our forex-based market making. In addition, we have
very little experience in the forex markets and even though we are easing into this activity very slowly, any kind of unexpected event
can occur that can result in great financial loss.

We are subject to counterparty risk whereby defaults by partieswith whom we do business can have an adver se effect on our
business, financial condition and/or operating results.

In our electronic brokerage business, our customer margin credit exposure isto a great extent mitigated by our policy of
automatically evaluating each account throughout the trading day and closing out positions automatically for accounts that are found
to be under-margined. While this methodology is effective in most situations, it may not be effective in situations in which no liquid
market exists for the relevant securities or commodities or in which, for any reason, automatic liquidation for certain accounts has
been disabled. If no liquid market exists or automatic liquidation has been disabled, we are subject to risks inherent in extending
credit, especially during periods of rapidly declining markets. Any loss or expense incurred due to defaults
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by our customersin failing to repay margin loans or to maintain adequate collateral for these loans would cause harm to our business.
ITEM 1B. UNRESOLVED STAFF COMMENTS

None.

ITEM 2. PROPERTIES

Our headquarters are located in Greenwich, Connecticut. We lease approximately 70,000 square feet for our headquarters,
which lease expiresin the year 2014. We aso lease facilitiesin 11 other locations throughout parts of the world where we conduct
our operations, which are located in Chicago, IL, expiring in 2017; Lake Forest, CA, expiring in 2012; Zug, Switzerland, expiring in
2008; Hong Kong, expiring in 2009; London, expiring in 2015; Sydney, Australia, expiring in 2009; Montreal, Canada, expiring in
2009; Budapest, Hungary, expiring in 2008; St. Petersburg, Russia, expiring in 2008; Tallinn, Estonia, expiring in 2009; and
Washington D.C., currently month to month. The lease with respect to the Washington D.C. location is expected to be renewed on a
long-term basis. Unless otherwise indicated, all properties are used by both our market making and electronic brokerage segments.
We believe our present facilities, together with our current options to extend lease terms, are adequate for our current needs.

The following table sets forth certain information with respect to our leased facilities:

L ocation Space Principal Usage
Greenwich, CT 70,027 sq. feet Headquarters and data center
Chicago, IL 62,446 sq. feet Office space and data center
Lake Forest, CA 22,168 sq. feet Office space

Washington, D.C. 416 sq. feet Office space

Montreal, Canada 4,668 sq. feet Office space

London, United Kingdom 2,283 5. feet Office space and data center
Zug, Switzerland 19,590 sq. feet Office space and data center
Sydney, Australia 1,313 sq. feet Office space

Hong Kong 5,820 sg. feet Office space and data center
Budapest, Hungary 970 q. feet Office space

St. Petersburg, Russia 2,552 sq. feet Office space

Tallinn, Estonia 3,635 . feet Office space
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ITEM 3. LEGAL PROCEEDINGSAND REGULATORY MATTERS

The securities industry is highly regulated and many aspects of our business involve substantial risk of liability. In recent
years, there has been an increasing incidence of litigation involving the securities brokerage industry, including class action suits that
generally seek substantial damages, including in some cases punitive damages. Compliance and trading problems that are reported to
federal, state and provincia securities regulators, securities exchanges or other self-regulatory organizations by dissatisfied customers
are investigated by such regulatory bodies, and, if pursued by such regulatory body or such customers, may rise to the level of
arbitration or disciplinary action. We are also subject to periodic regulatory audits and inspections.

Like other securities brokerage firms, we have been named as a defendant in lawsuits and from time to time we have been
threatened with, or named as a defendant in, arbitrations and administrative proceedings. The following contains information
regarding potentially material pending litigation and pending regulatory inquiries. We may in the future become involved in
additional litigation or regulatory proceedingsin the ordinary course of our business, including litigation or regulatory proceedings
that could be material to our business.

Potentially Material Pending Litigation

Nayab Class Action - On January 14, 2008, we were named as a defendant in a purported shareholder class action lawsuit
aleging that we violated Sections 11 and 12(a)(2) of the Securities Act by issuing aregistration statement and prospectusin
connection with the IPO that contained false and misleading statements or omitted material facts concerning losses suffered by usin
connection with trading in options of Altana AG on the German stock market. A lead plaintiff was appointed on March 14, 2008, and
an amended complaint was served on or about March 24, 2008. The amended complaint adds our founder and chief executive officer,
Thomas Peterffy, as a defendant. The amended complaint asserts claims against us under Sections 11 and 12(a)(2) of the Securities
Act, and against Mr. Peterffy under Sections 11 and 15 of the Securities Act, based on the allegations that the registration statement
failed to disclose $25 million in trading losses in the first quarter of 2007 that resulted from unusually high volume in advance of
certain corporate announcements as well as the alleged failure to disclose the losses in trading options of Altana AG. Defendants
believe the action is without merit and intend to defend themselves vigorously. No assurance can be given that the outcome of the
action will be favorable to us or that an adverse outcome would not be material.

Kevin Steele Matter - National Futures Association Complaint Against Interactive Brokers, Commodity Futures Trading
Commission Inquiry; and Related Threatened Civil Litigation.

On May 25, 2005, the U.S. Commodity Futures Trading Commission filed acivil action, in the United States District Court
for the Northern District of Illinois Eastern Division, against Kevin Steele, aformer customer of Interactive Brokers LLC, for fraud
and for failure to register as a commodity pool operator. 1B LLC was not a party to this action. The CFTC aleged that Mr. Steele had
solicited approximately $7.5 million in funds from more than 200 investors and was operating an unregistered commodity investment
pool in an ordinary, individual investment account held in Steele’ snameat IB LLC. The CFTC aleged in its complaint against
Mr. Steele that Mr. Steele had misrepresented the nature of his account with IB LLC when he opened the account and had made
repeated misrepresentationsto 1B LLC personnel regarding the nature of the account. The IB LLC account held in Mr. Steele’ s name
suffered substantial 10sses.

On July 17, 2007, IB LLC agreed to settle regulatory charges brought by the CFTC alleging that IB LL C failed to supervise
diligently its compliance employees handling of Kevin Steele’s commaodity trading account. Without admitting or denying liability,
IB LLC agreed to remit $175,000 in commissionsit earned from Steel€’ s account to the Clerk of the Provincial Court of British
Columbiafor distribution to Mr. Steele’s clients. On May 29, 2007, IB LLC had agreed to settle aparallel case brought by the
National Futures Association regarding IB LLC’s handling of Mr. Steele’ s account. Without admitting or denying liability, IB LLC
agreed to pay a $125,000 fine and volunteered to pay up to $325,000 into arestitution fund for the benefit of Steele’s clients.

On November 9, 2007, IB LLC was named as a defendant in a complaint filed in the Circuit Court of Cook County, Illinois
by a number of Mr. Steel€’sclients. The complaint seeks compensatory and punitive damages for plaintiffs alleged |osses and sets
forth various causes of action alleging that IB LLC employees were negligent and/or intentionally aided and abetted Mr. Steele’s
fraud. The case has been transferred to the United State District Court for the Northern District of 1llinois. We intend to defend this
action vigorously. No assurance can be given that the outcome of the action will be favorable to us or that an adverse outcome would
not be material.

Pending Regulatory Inquiries
IB’s businesses are heavily regulated by state, federal and foreign regulatory agencies as well as numerous exchanges and

self-regulatory organizations. 1B’s various companies are regulated under state securities laws, U.S. and foreign securities,
commodities and financia services laws and under the rules of more than 25 exchanges and SROs. In the current era of
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dramatically heightened regulatory scrutiny of financial institutions, IB hasincurred sharply increased compliance costs, along with
theindustry asawhole. Increased regulation also creates increased barriersto entry, however, and 1B has built human and automated
infrastructure to handle increased regulatory scrutiny, which provides IB an advantage over potential newcomers to the business.

IB receives hundreds of regulatory inquiries each year in addition to being subject to frequent regulatory examinations. The
great majority of these inquiries do not lead to fines or any further action against IB. Most often, regulators do not inform IB asto
when and if an inquiry has been concluded. 1B is currently the subject of regulatory inquiries regarding topics such as order audit trail
reporting, trade reporting, short sales, market making obligations, anti-money laundering, business continuity planning and other
topics of recent regulatory interest. There are no formal regulatory enforcement actions pending against IB’ s regulated entities, except
as specifically disclosed herein and 1B is unaware of any specific regulatory matter that, itself, or together with similar regulatory
matters, would have a material impact on IB’sfinancia condition. Nonetheless, in the current climate, we expect to pay significant
regulatory fines on various topics on an ongoing basis, as other regulated financia services businesses do. The amount of any fines,
and when and if they will beincurred, isimpossible to predict given the nature of the regulatory process.

ITEM 4, SUBMISSION OF MATTERSTO A VOTE OF SECURITY HOLDERS

No matters were submitted to a vote of stockholders during the fourth quarter of 2007.
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PART II

ITEM 5. MARKET FOR REGISTRANT'SCOMMON EQUITY; RELATED STOCKHOLDER MATTERS AND ISSUER
PURCHASES OF EQUITY SECURITIES

Common Stock Information
Our common stock began trading on the NASDAQ Global Select Market, under the symbol “IBKR,” on May 4, 2007. Prior

to that date there was no established public market for our common stock. The following table shows the high and low sale prices for
the periods indicated for the Company’s common stock, as reported by Bloomberg.

SalesPrice
2007 High Low
May 4, 2007 through June 30, 2007 $ 3425 $ 24.54
Third Quarter $ 2799 $ 21.00
Fourth Quarter $ 3336 $ 26.11
2008
January 1, 2008 through March 26, 2008 $ 3593 $ 20.25

The closing price of our common stock on March 26, 2008, as reported by Bloomberg, was $26.87 per share.
Holders

On March 26, 2008, there were two holders of record, which does not reflect those shares held beneficially or those shares
held in “street” name. Accordingly, the number of beneficial owners of our common stock exceeds this number.

Dividends and Other Restrictions

No dividends have been paid on our common stock. We have made no determination as to whether to pay any dividends on
our common stock in the foreseeable future. Restrictions contained in our loan agreements limit our ability to pay dividends on our
common stock. See“Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and
Capital Resources.”
Securities Authorized for I ssuance under Equity Compensation Plans

Refer to Part 111, Item 12 of this Annual Report on Form 10-K for information regarding shares authorized for issuance under
the Company’ s equity compensation plans.

Stockholder Return Performance Graph
The following graph compares cumulative total stockholder return on our common stock, the S& P 500 Index and the
NASDAQ Financial-100 Index from May 4, 2007 to December 31, 2007. The comparison assumes $100 was invested on May 4,

2007 in our common stock and each of the foregoing indices and assumes reinvestment of dividends before consideration of income
taxes. We have paid no dividends on our common stock.
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(1) The NASDAQ Financial-100 Index includes 100 of the largest domestic and international financial securitieslisted on The
NASDAQ Stock Market based on market capitalization. They include companies classified according to the Industry
Classification Benchmark as Financials, which are included within the NASDAQ Bank, NASDAQ Insurance, and
NASDAQ Other Finance Indexes.

The stock performance depicted in the graph above is not to be relied upon as indicative of future performance. The stock
performance graph shall not be deemed to be incorporated by reference into any of our filings under the Securities Act or the
Exchange Act, except to the extent that we specifically incorporate the same by reference, nor shall it be deemed to be “ soliciting
material” or to be “filed” with the SEC or subject to Regulations 14A or 14C or to the liabilities of Section 18 of the Exchange Act.

ITEM 6. SELECTED FINANCIAL DATA

The following tables set forth selected historical consolidated financial and other data of IBG LLC as of and for the years
ended December 31, 2003, 2004, 2005 and 2006. The historical financial and other data of IBG, Inc. is presented for the year ended,
and as of, December 31, 2007.

On May 3, 2007, IBG, Inc. priced itsinitial public offering of shares of Common Stock. In connection with the IPO,
IBG, Inc. purchased 10.0% of the membership interestsin IBG LLC, became the sole member for IBG LLC and began to consolidate
IBG LLC'sfinancial resultsinto itsfinancial statements. The consolidated statement of income data for the periods presented reflect
the consolidated operating results of IBG LLC and its subsidiaries prior to May 4, 2007 and reflect the consolidated operating results
of IBG, Inc. and its subsidiaries from May 4, 2007 through December 31, 2007. This represents 100% of the earnings prior to our 1PO
and actual earnings attributable to IBG, Inc. following the IPO. The consolidated statement of financial condition data as of
December 31, 2006 reflects the audited condensed consolidated statement of financial condition of IBG LLC and its subsidiaries, and
the consolidated statement of financial condition data as of December 31, 2007 reflects the audited consolidated statement of financial
condition of IBG and its subsidiaries.

For al periods presented, IBG LLC has operated in the United States asalimited liability company that was treated as a
partnership for U.S. federal income tax purposes. Asaresult, IBG LLC has not been subject to U.S. federal income taxes on its
income; and historical results of operations prior to the PO do not include Delaware franchise tax, minority interest, and federal and
certain other state income taxes. Such items are included in periods subsequent to May 3, 2007.
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The following selected historical consolidated financial and other data should be read in conjunction with “Management’s
Discussion and Analysis of Financial Condition and Results of Operations,” and the audited consolidated financial statements and
related notes included el sewhere in this Annual Report on Form 10-K.

Year Ended December 31,
2007 2006 2005 2004 2003
(in millions, except per share data)

Consolidated Statement of | ncome Data:

Revenues,
Trading gains $ 888.1 $ 805.1 $ 640.4 $ 4232 $ 488.4
Commissions and execution fees 261.1 174.4 1321 112.0 93.0
Interest income 782.2 672.1 273.2 79.5 59.3
Other income 92.0 85.2 534 7.0 10.4
Total revenues 2,023.4 1,736.8 1,099.1 621.7 651.1
Interest expense 555.2 484.4 170.0 57.7 46.1
Total net revenues 1,468.2 1,252.4 929.1 564.0 605.0
Non-interest expenses.
Execution and clearing 335.7 313.3 215.0 152.5 127.3
Employee compensation and benefits 118.8 110.1 90.2 79.1 735
Occupancy, depreciation and amortization 26.5 22.7 204 16.4 13.7
Communications 149 12.6 104 9.0 75
General and administrative 40.7 32.1 23.8 17.0 18.2
Total non-interest expenses 536.6 490.8 359.8 274.0 240.2
Income befor e income taxes and minority interest $ 931.6 $ 761.6 $ 569.3 $ 290.0 $ 364.8

ACTUAL: Thefollowing actual information relating to IBG LLC and IBG, Inc. is presented in conformity with accounting principles
generally accepted in the United States of America (“U.S. GAAP"). See Note 4 to the consolidated financial statementsin Part 11,
Item 8 of this Annual Report on Form 10-K.

Actual Actual Actual Actual Actual

Income tax expense 63.0 274 338 19.6 19.9
Minority interest (568.1) 0.0 0.0 0.0 0.0
Net income $ 3005 $ 7342 $ 5355 $ 2704 $ 344.9
Earningsper share

Basic $ 1.20

Diluted $ 1.16
Weighted average common shar es outstanding

Basic 40,153,606

Diluted 401,327,844

PRO FORMA: Certain pro formainformation with respect to the periods described above is presented below. Information for the
years ended December 31, 2007 and 2006 is presented as if we had been a public company for the entire period. For afull
reconciliation between U.S. GAAP and pro forma presentations, see Part |1, Item 8 “Financial Statements and Supplementary Data,”
of this Annual Report on Form 10-K.

Pro Forma (1) Pro Forma (1)

Income tax expense (3),(4) 71.2 52.3
Minority interest (5) (794.4) (658.5)
Net income (2)(3) $ 66.0 $ 50.6
Earnings per share (6)
Basic $ 164 $ 1.26
Diluted $ 159 $ 1.22
Weighted average common shar es outstanding
Basic 40,142,474 40,142,196
Diluted 401,317,190 401,317,851
(1) Pro forma earnings per share calculations (i) include the restricted shares of Common Stock that have been issued or are to

be issued pursuant to the 2007 ROI Unit Stock Plan and issuance of restricted shares of Common Stock pursuant to the 2007
Stock Incentive Plan, but (ii) exclude shares of Common Stock that are issuable in the future pursuant to the 2007 Stock
Incentive Plan.
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)

3

(4)

()

(6)

Adjusted for to Delaware franchise taxes that will be payable, estimated at $0.165 million annually for the year ended
December 31, 2006. Delaware franchiseis already reflected in the actual amounts for 2007.

The income tax adjustments of $25.2 million and $24.9 million for the years ended December 31, 2007 and 2006,
respectively, represent the sum of the current income tax expense adjustment for this period and the deferred income tax
expense adjustment for this period (referenced in footnote 4 below).

Additional deferred income tax expense will be $25.4 million annually, resulting from the straight-line amortization of the
deferred tax asset of $380.8 million arising from the acquisition of the 10.0% member interest in IBG LLC (see footnote 3
above) over 15 years.

Adjusted for the approximate 89.7% interest in IBG LLC that IBG Holdings LLC holds arising from the Recapitalization and
the IPO, including initial share issuances pursuant to employee equity incentive plans (see footnote 1 above). The
adjustments are equal to approximately 89.7% of total net income for the periods presented.

Basic pro forma earnings per share are cal culated based on 40.1 million shares of Common Stock and 100 shares of Class B
common stock being outstanding, including 0.1 million shares issued pursuant to the 2007 Stock Incentive Plan. Diluted
earnings per share are calculated based on an assumed purchase by us of all remaining IBG LLC membership interests held
by IBG Holdings LLC and the issuance by us of 360 million shares of Common Stock, resulting in atotal of 401.3 million
shares deemed outstanding as of the beginning of each period. There isno impact on earnings per share for such purchase
and issuance because 100% of net income before minority interest would be available to common stockholders as IBG
Holdings LLC would no longer hold aminority interest, and the full difference between the book and tax basisof IBGLLC's
assets would also be available for reducing income tax expense. Therefore, the net income utilized to calculate diluted
earnings per share would be $640 million and $491 million for the years ended December 31, 2007 and 2006, respectively.

Diluted weighted average common shares outstanding of 401.3 million shares also includes 1.2 million shares of Common
Stock to be issued pursuant to the 2007 ROI Unit Stock Plan. Shares of Common Stock to be issued in connection with the
2007 Stock Incentive Plan have been excluded from diluted weighted average common shares outstanding because such
shares are non-dilutive.
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Year Ended December 31,

2007 2006 2005 2004 2003
(in millions)

Cash, cash equivalents and short-term investments(1) $ 57893 % 38788 % 27419 $ 18445 % 1,390.8

Total assets (2)(3) 345421 32,0805 242922 150604  10,811.6

Total liabilities, excluding redeemable members' interests and

minority interest (3) 30,968.3 29,2786 22,1180  13,261.9 9,255.1

Redeemable members' interests (4) 2,801.9 2,174.2 1,798.5 1,556.5

Minority interest 3,165.4

Stockholders' equity 408.4

(D] Cash, cash equivalents and short-term investments represent cash and cash equivalents, cash and securities segregated under
federal and other regulations, short-term investments, U.S. and foreign government obligations and securities purchased
under agreementsto resell.

(2 At December 31, 2007, approximately $34.02 billion, or 98.5%, of total assets were considered to be liquid and consisted
primarily of marketable securities.

3 Asaresult of our acquisition from IBG Holdings LLC of IBG LLC membership interests, we received not only an interest in
IBG LLC but also, for federal income tax purposes, a step-up to the federal income tax basis of the assets of IBG LLC
underlying such additional interest. Thisincreased tax basisis expected to result in tax benefits as aresult of increased
amortization deductions. We will retain 15% of the tax benefits actually realized. As set forth in the tax receivable
agreement we entered into with IBG Holdings LLC, we will pay the remaining 85% of the realized tax benefits relating to
any applicable tax year to IBG Holdings LLC. At December 31, 2007 the deferred tax asset was $369.7 million and the
corresponding payable to IBG Holdings LLC was $323.7 million.

4 Redeemable members' interests represent member interestsin IBG LLC that are entitled to share in the consolidated profits

and losses of IBG LLC. IBG LLC isaprivate entity owned by the members holding such member interests. Asaprivate
company, such amounts were classified historically as members' capital. For presentation purposes, IBG LLC has applied
guidance within EITF D-98 which requires securities or equity interests of a company whose redemption is outside the
control of the company to be classified outside of permanent capital in the statement of financial condition. The member
interestsin IBG LLC can be redeemed by the members at book value at their option. Because this redemption right is
deemed to be outside the control of the company, IBG LLC has reclassified all members' capital outside of permanent capital
to redeemable members' interests in the consolidated statement of financial condition. Such reclassification was made to
comply with EITF D-98 and the requirements of Regulation S-X of the Exchange Act. Redeemable members’ interests
include accumulated other comprehensive income.
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ITEM 7. MANAGEMENT ' SDISCUSSION AND ANALY SIS OF FINANCIAL CONDITION AND RESULTSOF
OPERATIONS

The following discussion should be read in conjunction with the audited consolidated financia statements and the related
notesin Item 8, included elsewhere in this report. In addition to historical information, the following discussion also contains
forward-looking statements that include risks and uncertainties. Our actual results may differ materially from those anticipated in
these forward-looking statements as a result of certain factors, including those set forth under the heading “Risk Factors” in Part I,
Item 1A of this Annual Report on Form 10-K.

Business Overview

We are an automated global electronic market maker and broker specializing in routing orders and executing and processing
trades in securities, futures and foreign exchange instruments on more than 70 electronic exchanges and trading venues around the
world. Since our inception in 1977, we have focused on developing proprietary software to automate broker-dealer functions. The
advent of electronic exchangesin the last 17 years has provided us with the opportunity to integrate our software with an increasing
number of exchanges and trading venuesinto one automatically functioning, computerized platform that requires minimal human
intervention.

In connection with the IPO priced on May 3, 2007, IBG, Inc. purchased 10.0% of the membership interestsin IBG LLC,
became the sole managing member of IBG LLC and began to consolidate IBG LLC' sfinancia resultsinto its financial statements.

Overview of Recapitalization Transactions and Our Organizational Structure

Prior to the IPO, we had historically conducted our business through alimited liability company structure. Our primary
assets are our ownership of approximately 10.3% of the membership interests of IBG LLC, the current holding company for our
businesses, and our controlling interest and related contractual rights as the sole managing member of IBG LLC. The remaining
approximately 89.7% of IBG LLC membership interests are held by IBG Holdings LLC, a holding company is owned by our founder,
Chairman and Chief Executive Officer, Thomas Peterffy, and his affiliates, management and other employeesof IBG LLC, and
certain other members. The IBG LLC membership interests held by IBG Holdings LLC will be subject to purchase by us over timein
connection with offerings by us of shares of our common stock.

Business Segments

The Company reports its results in two business segments, market making and electronic brokerage. These segments are
analyzed separately as we derive our revenues from these two principal business activities aswell as allocate resources and assess
performance.

e Market Making. We conduct our market making business through our TH subsidiaries. As one of the largest market makers
on many of the world’ s leading exchanges, we provide liquidity by offering competitively tight bid/offer spreads over a broad
base of approximately 420,000 tradable, exchange-listed products. As principal, we commit our own capital and derive
revenues or incur losses from the difference between the price paid when securities are bought and the price received when
those securities are sold. Because we provide continuous bid and offer quotations and we are continuously both buying and
selling quoted securities, we may have either along or a short position in a particular product at a given point in time. Our
entire portfolio is evaluated each second and continuously rebalanced throughout the trading day, thus minimizing the risk of
our portfolio at all times. This real-time rebalancing of our portfolio, together with our real-time proprietary risk
management system, enables us to curtail risk and to be profitable in both up-market and down-market scenarios.

e Electronic Brokerage. We conduct our €lectronic brokerage business through our 1B subsidiaries. Asan electronic broker,
we execute, clear and settle trades globally for both institutional and individual customers. Capitalizing on the technology
originally developed for our market making business, IB’s systems provide our customers with the capability to monitor
multiple markets around the world simultaneously and to execute trades electronically in these markets at alow cogt, in
multiple products and currencies from a single trading account. We offer our customers access to all classes of tradable,
exchange-listed products, including stocks, bonds, options, futures and forex, traded on more than 60 exchanges and market
centersand in 16 countries around the world seamlessly.
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Financial Overview

Diluted earnings per share were $1.16 for the period from May 4, 2007 through December 31, 2007. The calculation of
diluted earnings per share is detailed in Note 4, “Initial Public Offering and Recapitalization,” to the audited consolidated financial
statements, in Part 11, Item 8 of this Annual Report on Form 10-K. Pro forma diluted earnings per share, calculated as if the company
had been public for the duration of each period, were $1.59 and $1.22 for the years ended December 31, 2007 and 2006, respectively.
The calculation of pro formadiluted earnings per shareis detailed in Part |1, Item 6, “ Selected Financial Data” of this Annual Report
on Form 10-K.

For the year ended December 31, 2007, our net revenues were $1,468.2 million and income before income taxes and minority
interest was $931.6 million, compared to net revenues of $1,252.4 million and income before income taxes of $761.6 million for
2006. Trading gainsincreased 10% in 2007, compared to the same period last year and commissions and execution fees grew by 50%
for the same time period, while net interest income grew 21%. Our pre-tax margin for the year ended December 31, 2007 was 63%,
compared to 61% for 2006.

During the year ended December 31, 2007, income before income taxes in our market making segment increased 9%,
compared with the same period in 2006. A moderate increase in trading gains was driven by arobust trading environment in the third
and fourth quarters, when volume and volatility in the markets presented our automated trading system with more opportunitiesto
trade; although, this was offset, in part, by heavy options activity in advance of certain corporate announcements in the first two
guarters of 2007. Pre-tax margin was relatively steady at 70% in 2007 compared to 69% in 2006. Our strong capital position, which
allows us to maintain more than $1 billion of excess regulatory capital, together with committed standby financing facilities, allowed
us to make markets continuously during the period of constrained liquidity in the third quarter.

During the year ended December 31, 2007, income before income taxes in our electronic brokerage segment grew 101%
compared to the same period in 2006, reflecting higher revenues from commissions and execution fees and growth in net interest
income. Pre-tax margin increased from 33% to 47% in the same time periods. The increase in commissions and execution fees was
related to strong growth in transaction volume and customer accounts. Total Daily Average Revenue Trades (“DARTS") for cleared
and execution-only customers increased 35% to 265,000 during the year ended December 31, 2007, compared to 196,000 during the
year ended December 31, 2006. Theincrease in net interest was driven by the growth in customer balances and fully-secured margin
loans.

Market making, by its nature, does not produce predictable earnings. Our results in any given period may be materially
affected by volumesin the global financial markets, the level of competition and other factors. Electronic brokerage is more
predictable, but it is dependent on customer activity, growth in customer accounts and assets, interest rates and other factors. For a
further discussion of the factors, that may affect our future operating results, please see the description of risk factorsin Part |, Item
1A of this Annual Report on Form 10-K.
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The following two tables present net revenues and income before income taxes for each of our business segments for the
periods indicated.

Net revenues of each of our business segments and our total net revenues are summarized below:

Year Ended December 31,

2007 2006 2005
(in millions)
Market making $ 1,031.2 $ 9547 $ 738.5
Electronic brokerage 425.2 298.4 185.3
Corporate (1) 11.8 (0.7) 5.3
Total $ 1468.2 $ 12524 $ 929.1
(D] Corporate includes corporate related activities as well as inter-segment eliminations.

Income before income taxes of each of our business segments and our total income before income taxes are summarized

below:
Year Ended December 31,
2007 2006 2005
(in millions)
Market making $ 7198 $ 662.8 $ 505.2
Electronic brokerage 197.9 98.6 59.3
Corporate (1) 13.9 0.2 4.8
Total $ 9316 $ 7616 $ 569.3
@ Corporate includes corporate related activities as well as inter-segment eliminations.
Revenue

Trading Gains

Our revenue base is comprised largely of trading gains generated in the normal course of market making. Trading revenues
are, in general, proportional to the trading activity in the markets. Our revenue baseis highly diversified and comprised of millions of
relatively small individual trades of various financial products traded on electronic exchanges, primarily stocks, options and futures.
Trading gains accounted for approximately 44%, 46% and 58% of our total revenues for the years ended December 31, 2007, 2006
and 2005, respectively. Trading gains also include translation gains and losses on cash and positions in foreign currency held
primarily by our foreign market making subsidiaries as well as revenues from net dividends. Market making activities require us to
hold a substantial inventory of equity securities. We derive significant revenuesin the form of dividend income from these equity
securities. Thisdividend incomeislargely offset by dividend expense incurred when we make significant paymentsin lieu of
dividends on short positionsin securities in our portfolio. Dividend income and expense arise from holding market making positions
over dates on which dividends are paid to shareholders of record. When a stock pays a dividend, its market priceis generally adjusted
downward to reflect the value paid to the sharehol ders of record, which will not be received by those who purchase the stock after the
dividend date. Hence, the apparent gains and losses due to these price changes must be taken together with the dividends paid and
received, respectively, in order to accurately reflect the results of our market making operations.

Our trading gains are geographically diversified. 1n 2007, 2006 and 2005, we generated 41%, 25% and 40%, respectively, of
our trading gains from operations conducted internationally. The increase in U.S. trading gains, as a proportion of total trading gains,
during the year ended December 31, 2006, as compared to the prior year period, was primarily due to a58% increase in U.S. trading
gains, accompanied by level trading gains and foreign currency translation losses of our European market making subsidiary.
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Commissions and Execution Fees

We earn commissions and execution fees from our cleared customers for whom we act as executing and clearing brokers and
from our non-cleared customers for whom we act as an executing broker only. During 2005, we introduced a new commission
structure that allows customers to choose between an all-inclusive “bundled” rate or an “unbundled” rate that has lower commissions
for high volume customers. For “unbundled” commissions, we charge regulatory and exchange fees, at our cost, separately from our
commissions, adding transparency to our fee structure. Commissions and execution fees accounted for 13%, 10% and 12% of our
total revenues for the years ended December 31, 2007, 2006 and 2005, respectively.

Interest Income and Interest Expense

We earn interest on customer funds segregated in safekeeping accounts; on customer borrowings on margin, secured by
marketabl e securities these customers hold with us; from our investment in government treasury securities; from borrowing securities
in the general course of our market making and brokerage activities, and on bank balances. Interest income accounted for 39%, 39%
and 25% of total revenues for the years ended December 31, 2007, 2006 and 2005, respectively. Interest income is partially offset by
interest expense.

We pay interest on cash balances customers hold with us; for cash received from lending securities in the general course of
our market making and brokerage activities; and on our borrowings. Interest expense was 27%, 28% and 15% of total revenues for
the years ended December 31, 2007, 2006 and 2005, respectively.

In 2005, we began to automate and integrate our securities lending system with our trading system. Asaresult, we have been
able to expand our securities lending activity and our net interest income (interest income less interest expense). Our net interest
income accounted for approximately 15%, 15% and 11% of our total net revenues for the years ended December 31, 2007, 2006 and
2005, respectively.

Other Income

Other income consists primarily of payment for order flow income, mark-to-market gains on non-traded securities (primarily
investments in exchanges) and market data fee income. Our other income accounted for approximately 5% of our total revenues for
each of the years ended December 31, 2007, 2006 and 2005.
Costs and Expenses

Execution and Clearing Expenses

Our largest single expense category is execution and clearing expenses, which includes the costs of executing and clearing
our market making and electronic brokerage trades, as well as other direct expenses, including payment for order flow, regulatory fees
and market data fees. Execution fees are paid primarily to electronic exchanges and market centers on which we trade. Clearing fees
are paid to clearing houses and clearing agents. Payments for order flow are made as part of exchange-mandated programs and to
otherwise attract order volume to our system. Market data fees are fees that we must pay to third parties to receive streaming quotes
and related information.

Employee Compensation and Benefits

Employee compensation and benefits includes salaries, bonuses, group insurance, contributions to benefit programs and other
related employee costs.

Occupancy, Depreciation and Amortization

Occupancy expense consists primarily of rental payments on office leases and related occupancy costs, such as utilities.
Depreciation and amortization expense results from the depreciation of fixed assets such as computing and communications hardware
aswell as amortization of leasehold improvements and capitalized in-house software development.

Communications

Communications expense consists primarily of the cost of voice and data telecommunications lines supporting our business
including connectivity to exchanges around the world.
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General and Administrative

Expensesin this category are primarily incurred for professional services, such aslegal and audit work, and other operating
expenses such as advertising and exchange membership lease expenses. As a public company since May 4, 2007, we are incurring
additional costs for external services such aslegal, accounting and auditing.

In addition, as a public company, we are subject to the requirements of the Sarbanes-Oxley Act of 2002, which we expect
will require usto incur significant expendituresin the near term to devel op systems and hire and train personnel to comply with these
requirements.

Income Tax Expense

Historically, our business was operated through alimited liability company that was not subject to U.S. federal and certain
state income taxes; our income tax expense consisted primarily of corporate subsidiary taxes, and our net income did not reflect cash
distributions to IBG LLC's members to pay their taxes related to their proportionate shares of our net income. Those distributions
reduced IBG LLC'smembers’ capital. After the IPO, we became subject to taxes applicable to “C” corporations. Asa corporation,
we are required to pay U.S. federal, state and local income taxes on our taxable income, which is proportional to the percentage of
IBG LLC owned by IBG. Our subsidiaries will continue to be subject to income tax in the respective jurisdictions in which they
operate.

Minority Interest

We are the sole managing member of IBG LLC and, as such, operate and control all of the business and affairs of IBGLLC
and its subsidiaries and consolidate IBG LLC'sfinancial resultsinto our financial statements. We hold approximately 10.3%
ownership interest in IBG LLC. I1BG Holdings LLC is owned by the original members of IBG LLC and holds approximately 89.7%
ownership interest in IBG LLC. Wereflect IBG Holdings LLC’s ownership as aminority interest in our statement of financial
condition and statement of income. Our historical results are those of IBG LLC, as our predecessor company. Asaresult, our net
income, after excluding IBG Holdings LLC's minority interest, represents approximately 10.3% of IBG LLC'’s net income and
similarly, outstanding shares of our common stock represent approximately 10.3% of the outstanding membership interests of IBG
LLC.

Certain Trends and Uncertainties

We believe that our continuing operations may be favorably or unfavorably impacted by the following trends that may affect
our financial condition and results of operations.

e Over the past several years, the effects of market structure changes, competition and market conditions have, during certain
periods, exerted downward pressure on bid/offer spreads realized by market makers.

e Retail broker-dealer participation in the equity markets has fluctuated over the past few years due to investor sentiment,
market conditions and a variety of other factors. Retail transaction volumes may not be sustainable and are not predictable.

e Inrecent years, in an effort to improve the quality of their executions as well as increase efficiencies, market makers have
increased the level of automation within their operations, which may allow them to compete more effectively with us.

e There has been increased scrutiny of equity and option market makers, hedge funds and soft dollar practices by the regulatory
and legislative authorities. New legislation or modifications to existing regulations and rules could occur in the future.

e There has been consolidation among market centers over the past few years, which may adversely affect the value of our
smart routing software.

See “Risk Factors’ in Part I, Item 1A of this Annual Report on Form 10-K for adiscussion of other risks that may affect our
financial condition and results of operations.
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Business Environment

In the year ended December 31, 2007, we observed high volume combined with high volatility in the equity and derivatives
markets brought about by turmail in the credit markets. Liquidity tightening that began in the third quarter presented a challenging
environment for broker-dealers. One side effect, a divergence between the U.S. dollar LIBOR and Fed Funds interest rates, created
challenges for brokers in managing their interest earned and interest paid to customers.

According to data compiled by the FIA and based on data received from exchanges worldwide, volumes in exchange-listed
equity-based options increased by approximately 36% globally and 41% in the U.S. during the year ended December 31, 2007,
compared to the same period in 2006. Thisis a continuation of atrend we have observed over the past seven years, and we believe
that as the “equity culture” spreads around the world this trend is likely to continue. We have also observed arise in certain types of
options activity that are driven by non-trading strategies. One such strategy resultsin spikesin trading volume prior to ex-dividend
dates that would appear to be overstating the exchange-reported volumes, especially in the United States. Such activity does not
represent trades with which other market participants, including market makers and customers, can interact. We cannot estimate the
impact this activity has on overall trading volumes.

In February 2007, the SEC introduced a penny pricing pilot program for 13 classes of options. Optionsin the pilot program
trade in minimum price increments of one cent, rather than the five and ten cent increments quoted in other options classes. Overall,
the results of the pilot were favorable to our business, which we believe is areflection of our ability to compete at narrower bid/offer
spreads. The penny pricing pilot has been considered a success by the SEC. On September 28, 2007, the pilot grew to cover classes
representing approximately 35% of industry trading volume with the addition of 22 option classes. The additional names are quoted
in pennies for options under $3.00 and nickels for options above $3.00. By March 28, 2008, penny pricing will be extended to 63
options classes that account for over 50% of U.S. options volume.

According to data compiled by the FIA and based on data received from exchanges worldwide, in 2007 we accounted for
approximately 14.1% of the exchange-listed equity options volume traded worldwide and approximately 18.3% of exchange-listed
equity options volume traded in the U.S. This compares to approximately 15.9% of the exchange-listed equity options volume traded
worldwide and approximately 21.4% of the exchange-listed equity options volume traded in the U.S. in 2006. In addition to an
increase in volume driven by non-trading strategies described above, the decline in our market share can be attributed to several
strategic changes we made in market making. Early in the year, we reduced the amount of liquidity we provide as a defense against
traders who front run corporate news based on insider information. Late in the year, we took similar action out of our concern for the
heightened risk of a clearing member default. We believe these were prudent actions, consistent with our risk-averse philosophy.
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Results of Operations

The tables in the period comparisons below provide summaries of our revenues and expenses. The period-to-period
comparisons below of financial results are not necessarily indicative of future results. Historical results of operations are reported as a
limited liability company until the IPO and do not include Delaware franchise tax, minority interest, and federal and certain state
income taxes. Such items are included in subsegquent periods. Therefore the historical results for periods prior to the |PO and
subsequent thereto are not comparable. For pro forma comparison calculated asif the Company had been a public company for the
duration of each year ending December 31, 2006 and 2007 see Part I, Item 6 “ Selected Financial Data,” of this Annual Report on
Form 10-K.

The following table sets forth our consolidated results of operations for the indicated periods:

Year Ended December 31,

2007 2006 2005
(in millions)
Revenues:
Trading gains $ 888.1 $ 8051 $ 640.4
Commissions and execution fees 261.1 1744 132.1
Interest income 782.2 672.1 273.2
Other income 92.0 85.2 53.4
Tota revenues 2,023.4 1,736.8 1,099.1
Interest expense 555.2 484.4 170.0
Tota net revenues 1,468.2 1,252.4 929.1
Non-interest expenses:
Execution and clearing 335.7 313.3 215.0
Empl oyee compensation and benefits 118.8 110.1 90.2
Occupancy, depreciation and amortization 26.5 22.7 204
Communications 14.9 12.6 104
General and administrative 40.7 32.1 23.8
Total non-interest expenses 536.6 490.8 359.8
Income befor e income taxes and minority interest 931.6 761.6 569.3
Income tax expense 63.0 27.4 33.8
Minority interest (568.1) 0.0 0.0
Net income (1) $ 3005 $ 7342 $ 535.5

(1) For calculation of 2007 net income see Note 4 to the consolidated financial statementsin Part 11, Item 8 of this Annual
Report on Form 10-K. For pro forma comparison calculated as if the company had been public for the duration of each year
ending December 31, 2006 and 2007 see Part |, Item 6 “ Selected Financial Data,” of this Annual Report on Form 10-K.
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The following table sets forth our consolidated results of operations as a percent of our total revenues for the indicated
periods:

Year Ended December 31,

2007 2006 2005
Revenues:

Trading gains 43.9% 46.4% 58.3%
Commissions and execution fees 12.9% 10.0% 12.0%
Interest income 38.7% 38.7% 24.9%
Other income 45% 4.9% 4.8%
Total revenues 100.0% 100.0% 100.0%
Interest expense 27.4% 27.9% 15.5%
Total net revenues 72.6% 72.1% 84.5%

Non-interest expenses:
Execution and clearing 16.6% 18.0% 19.5%
Employee compensation and benefits 5.9% 6.3% 8.2%
Occupancy, depreciation and amortization 1.3% 1.3% 1.9%
Communications 0.7% 0.8% 0.9%
General and administrative 2.0% 1.9% 2.2%
Total non-interest expenses 26.5% 28.3% 32.7%
Income beforeincome taxes and minority interest 46.0% 43.8% 51.8%
Incometax expense 31% 1.6% 3.1%
Minority interest 28.1% 0.0% 0.0%
Net income 14.9% 42.2% 48.7%

Year Ended December 31, 2007 Compared to the Year Ended December 31, 2006
Net Revenues

Total net revenues increased $215.8 million, or 17%, to $1,468.2 million for the year ended December 31, 2007 from
$1,252.4 million for the year ended December 31, 2006. Trading volume isthe most important driver of revenues and costs for both
our market making and electronic brokerage segments. Based on data published by the FIA and options exchanges worldwide, global
equity options volume increased by approximately 36.4%, as compared to 2006. For the year ended December 31, 2007, equity
option contracts executed by our subsidiariesincreased by 109.5 million, or 19%, to 673.1 million contracts from 563.6 million
contracts for the year ended December 31, 2006.

Trading Gains. Trading gains increased $83.0 million, or 10%, to $888.1 million for the year ended December 31, 2007
from $805.1 million for the year ended December 31, 2006. During the year ended December 31, 2007, our market making operations
executed 99.1 million trades, a 50% increase over the 66.0 million trades executed during the year ended December 31, 2006. The
second half of the year was marked by high market volumes combined with high volatility, which allowed us to leverage our
automated trading systems. In contrast, trading gains during the first half of the year were negatively affected by an unusual, non-
recurring loss and by unexpectedly heavy options activity in advance of certain corporate announcements. The latter has a negative
impact because, when we trade with others who have different information than we do, we may accumul ate unfavorable positions
preceding large price movements in the stocks of companies that announce corporate actions.

We maintain a portion of our capital in foreign currencies. In the second half of 2007, we observed broad based gainsin the
value of foreign currencies measured in U.S. dollars. Translation gains of $43.3 million were recognized in the year ended
December 31, 2007 on foreign currency balances held primarily by our European subsidiaries, compared to translation losses of
$47.1 million, for the year ended December 31, 2006. A discussion of our approach to managing foreign currency
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exposure is contained in Part 11, Item 7A of this Annual Report on Form 10-K entitled “ Quantitative and Qualitative Disclosures
about Market Risk.”

Commissions and Execution Fees. Commissions and execution fees increased $86.7 million, or 50%, to $261.1 million for
the year ended December 31, 2007, as compared to $174.4 million for the year ended December 31, 2006. Thisincrease was
primarily due to higher customer trading volume on an expanded customer base. Total DARTSs for cleared and execution-only
customers increased 35%, to 265,000 during the year ended December 31, 2007, compared to 196,000 during the year ended
December 31, 2006. DARTSsfor cleared customers, a subset that refers to those customers for whom we execute trades as well as
clear and carry positions, increased 38% to 217,000, during the year ended December 31, 2007, compared to 157,000 during the year
ended December 31, 2006. The number of customer accounts grew by 24% to approximately 95,000 at December 31, 2007,
compared to approximately 77,000 at December 31, 2006. Average commission per DART for cleared customers increased by $0.32,
or 8%, to $4.57 for the year ended December 31, 2007, as compared to $4.25 for the year ended December 31, 2006, primarily due to
larger average trades from our cleared customers.

Interest Income and I nterest Expense. Net interest income increased $39.3 million, or 21%, to $227.0 million for the year
ended December 31, 2007, as compared to the year ended December 31, 2006. Growth in net interest income was primarily
attributable to higher net interest from securities lending and increases in net customer cash and margin balancesin addition to a
higher capital base in the business. Net interest income from market making, which accounted for 65% of total net interest income,
grew to $148.2 million during the year ended December 31, 2007, an increase of 15% for the year ended December 31, 2006. This
was driven by the continuing integration of our market making systems with our securities lending systems, which allow us to
maintain a profitable interest rate spread despite reduced positions. Average securities borrowed decreased by 18%, to $8.70 billion,
and average securities loaned decreased 29%, to $5.56 hillion, for the year ended December 31, 2007. These decreasesreflect a
reduction in stock positions held by our market making units and the increase in our equity capital, which reduced the need to finance
positions through securities lending. Customer cash balances increased by 96%, to $7.63 billion, and customer fully secured margin
borrowings increased 125%, to $1.91 billion, at December 31, 2007, as compared to $3.90 billion and $0.85 hillion, respectively, at
December 31, 2006. Customer cash balances at December 31, 2007 include approximately $0.86 billion from director and officer
account balances. In the third quarter, due to credit tightening in the market, the differential between the U.S. dollar LIBOR and Fed
Fundsinterest rates widened. On September 1, 2007 we changed our benchmark interest rate for interest on U.S. dollar customer
balances from the overnight U.S. dollar LIBOR rate to the Fed Funds effective rate in order to better match rates paid to customers
with rates earned on our investments of customer funds. We also shortened the target maturity on our investments of customer funds
for this purpose. Net interest earned from customers’ cash balances and fully secured margin balances for the year ended
December 31, 2007 increased $29.8 million, or 55%, to $83.7 million, as compared to the same period in 2006.

Other Income. Other income for the year ended December 31, 2007 increased $6.8 million, or 8%, to $92.0 million as
compared to the year ended December 31, 2006. The increase was primarily attributable to a $3.7 million increase in rebates from
market centers for liquidity provided by our U.S. market making unit. Increases in market data fee income and payment for order
flow income, which grew $3.5 million and $1.5 million, respectively, also contributed to the increase. These increases were partialy
offset by a $3.0 million decrease in mark-to-market gains on non-trading securities, which primarily represents investmentsin
exchanges. Payment for order flow income was partialy offset by payment for order flow expense to our customers, as described
below under “Non-Interest Expenses—Execution and Clearing.”

Non-I nterest Expenses

Non-interest expenses increased by $45.8 million, or 9%, to $536.6 million for the year ended December 31, 2007, from
$490.8 million during the year ended December 31, 2006. Execution and clearing expenses comprised 63% and employee
compensation and benefits were 22% of non-interest expenses. As a percentage of total net revenues, non-interest expensesfell to
37% for the year ended December 31, 2007 from 39% for the same period in 2006.

Execution and Clearing. Execution and clearing expenses increased $22.4 million, or 7%, to $335.7 million for the year
ended December 31, 2007, as compared to $313.3 million in the year ended December 31, 2006, attributable to increasesin trading
volume. Payments for order flow, a component of execution and clearing costs decreased $14.4 million, or 27%, to $39.8 million for
the year ended December 31, 2007, as compared to the year ended December 31, 2006. The decrease was attributable to discontinued
servicing, which took place at the end of the second quarter, of certain non-cleared institutional customers who received payment for
order flow. This had a positive impact on our operating marginsin the year ended December 31, 2007. Payment for order flow
expense was offset by payment for order flow revenue received from U.S. options exchanges, as described above under “ Net
Revenues—Other Income.”

Employee Compensation and Benefits. Employee compensation and benefits expenses increased by $8.7 million, or

43




8%, to $118.8 million for the year ended December 31, 2007, as compared to $110.1 million, for the year ended December 31, 2006.
Thisincrease was primarily due to a 15% growth in the number of employeesto 609 at December 31, 2007 (excluding employees of
FutureTrade Technologies, LLC) from 532 as of December 31, 2006, and increased employee benefits costs. Following our
acquisition of FutureTrade Technologies, LLC in December 2007, our total staff count increased by 66, which had little impact on our
compensation expenses for the year ended December 31, 2007. Aswe continue to grow, our focus on automation has allowed usto
maintain arelatively small staff. Asapercentage of total net revenues, employee compensation and benefits expenses were 8% and
9% for the years ended December 31, 2007 and 2006, respectively.

Occupancy, Depreciation and Amortization. Occupancy, depreciation and amortization expenses increased $3.8 million, or
17%, to $26.5 million for the year ended December 31, 2007 from $22.7 million for the year ended December 31, 2006 primarily due
to increased office rent expenses for additional office space. Asa percentage of total net revenues, occupancy, depreciation and
amortization expenses were 2% for each of the years ended December 31, 2007 and 2006.

Communications. Communications expenses increased $2.3 million, or 18%, to $14.9 million for the year ended
December 31, 2007 from $12.6 million for the year ended December 31, 2006. Thisincrease was driven by additional
telecommunications bandwidth required to support increased trading volume at electronic exchanges and the expansion in the number
of marketsin which IBG LLC operates. As a percentage of total net revenues, communications expenses were 1% for each of the
years ended December 31, 2007 and 2006.

General and Administrative. General and administrative expenses increased $8.6 million, or 27% to $40.7 million for the
year ended December 31, 2007 as compared to $32.1 million for the year ended December 31, 2006, primarily attributable to
increased professional fees related to our PO and public company status.

Income Tax Expense. IBG LLC historically operated in the United States as alimited liability company that was treated as a
partnership for U.S. federal income tax purposes. Accordingly, the IBG LLC’sincome was not subject to U.S. federal income taxes.
Subsequent to the PO, income taxes have been provided for our proportionate share of the IBG LLC’sincome that is subject to
federal and state income taxes. Asaresult, income tax expense increased $35.6 million, or 130%, to $63.0 million for the year ended
December 31, 2007, as compared to $27.4 million for the year ended December 31, 2006.

Net Income. Net income for the year ended December 31, 2007 was $300.5 million. This represents 100% of the earnings prior to
our 1PO and actual earnings attributable to IBG, Inc. following the IPO. Asaresult of our IPO, we recognized $568.1 million in
minority interest expense in 2007. Net income excluding minority interest increased $134.4 million or 18% to $868.6 million for the
year ended December 31, 2007, as compared to $734.2 million for the year ended December 31, 2006. Net income excluding
minority interest as a percentage of net revenues was 59% for each of the years ended December 31, 2007 and 2006.

Year Ended December 31, 2006 Compared to the Year Ended December 31, 2005
Net Revenues

Total net revenues increased $323.3 million, or 35%, to $1,252.4 million for the year ended December 31, 2006 from
$929.1 million for the year ended December 31, 2005. Trading volume is the most important driver of revenues and costs for both
market making and electronic brokerage. To some extent, our trading volume is afunction of the general level of activity in the
securities and futures markets worldwide. Thisis especially true in products such as equity options where we hold alarge market
share. Based on data published by the FIA, global equity options volume increased 20% in 2006 from 2005. For the year ended
December 31, 2006, total trades executed by our subsidiaries increased by 33.9 million, or 35%, to 130.1 million trades from
96.2 million trades for the year ended December 31, 2005.

Trading Gains. Trading gainsincreased $164.7 million, or 26%, to $805.1 million for the year ended December 31, 2006
from $640.4 million for the year ended December 31, 2005. The increase was primarily due to expansion in the number of securities
products traded and increased trading volumes across the markets and exchanges on which our market making units traded. During
the year ended December 31, 2006, our market making operations executed 66.0 million trades compared to 54.0 million trades during
the year ended December 31, 2005, an increase of 22%. For the year ended December 31, 2006, we incurred transl ation | osses of
$47.1 million on foreign currency balances held primarily by our European subsidiaries, as compared to translation gains of
$43.9 million for the year ended December 31, 2005.

Commissions and Execution Fees. Commissions and execution fees increased $42.3 million, or 32%, to $174.4 million for
the year ended December 31, 2006 from $132.1 million for the year ended December 31, 2005. This increase was primarily due to
higher customer trading volume on an expanded customer base, partially offset by areduction in customer commission rates
implemented in November 2005. Total DARTSs for cleared and execution-only customers increased 47% to 196,000
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during the year ended December 31, 2006, compared to 133,000 during the year ended December 31, 2005. DARTsfor cleared
customers, a subset that refers to those customers for whom we execute trades and also clear and carry positions, increased 41% to
157,000 during the year ended December 31, 2006 compared to 111,000 during the year ended December 31, 2005. The number of
customer accounts grew by 22% to approximately 77,000 in the year ended December 31, 2006. Average commission per trade for
cleared customers decreased by $0.29, or 6%, to $4.25 for the year ended December 31, 2006 from $4.54 for the year ended
December 31, 2005, due to lower commission rates we instituted in November 2005 in order to continue to provide cost-efficient
executions to our customers. Based on 2006 volume, the reduction in commission rates would have resulted in a decrease in revenues
of approximately $11.6 million; however, we experienced a 22% increase in DARTSs for cleared customersin the quarter following the
introduction of lower commission rates and a41% increase in DARTSs for cleared customersin the year ended December 31, 2006
from 2005. Our execution-only customers generated $7.5 million in execution fees in the year ended December 31, 2006. In addition
to the execution fees we collect from certain execution-only customers, we receive payment for customer orders from U.S. options
exchanges (see below under “Other Income”) and our U.S. market making unit is able to execute a portion of these customer orders
when it is providing the best available price, i.e., the national best bid or offer (NBBO).

Interest Income and Interest Expense. Net interest income increased $84.5 million, or 82%, to $187.7 million for the year
ended December 31, 2006 from $103.2 million for the year ended December 31, 2005. Growth in net interest income was primarily
attributable to higher interest rates, increases in net customer cash and margin balances and higher net interest from securities lending,
resulting from the integration of our securities lending and trading systems, which commenced during 2005. Asan example, the U.S.
dollar average overnight LIBOR (the London Interbank Offered Rates, which serve as benchmark interest rates for most major
currencies) for the year ended December 31, 2006 increased 52% to 5.0%, from 3.3% for the year ended December 31, 2005.
Customer cash balances increased by 62%, to $3.9 billion, and customer fully secured margin borrowings increased 94%, to
$846.7 million, at December 31, 2006 from $2.4 billion and $436.0 million, respectively, at December 31, 2005. During this period
we also adopted new investment policy guidelines that enabled us to match more accurately the average maturities on investments of
customer funds to the short-term rates paid to customers. Asaresult, net interest earned from customers' cash balances and fully
secured margin balances increased $20.6 million, or 227%, to $29.7 million for the year ended December 31, 2006 from $9.1 million
for the year ended December 31, 2005. Securities borrowed increased by 18%, to $10.5 hillion, and securities loaned increased by
31%, to $8.0 billion, at December 31, 2006 from December 31, 2005. These increases reflect the growth in stock positions held by
our market making units and the growth in short stock positions carried in customer accounts. Net interest earned from stock
borrowing and lending activities increased $70.2 million, or 82%, to $155.3 million for the year ended December 31, 2006 from
$85.1 million for the year ended December 31, 2005. During the same period, the growth in IBG LLC’ s capital to $2.8 hillion at
December 31, 2006 from $2.2 billion at December 31, 2005, combined with higher interest rates, also contributed to the increase in
interest income.

Other Income. Other income increased $31.8 million, or 60%, to $85.2 million for the year ended December 31, 2006 from
$53.4 million for the year ended December 31, 2005. Thisincrease was primarily attributable to an increase of $40.2 million, to
$60.2 million in payment for order flow income, which was partialy offset by a decrease of $9.2 million, to $6.5 million, in mark-to-
market gains on non-trading securities, primarily investments in exchanges. The higher payment for order flow income was driven by
increased trading volume by customersin U.S. options contracts and increased payment per contract from U.S. options exchanges that
administered payment for order flow programs. The number of options contracts executed by our customers increased by 89% in the
year ended December 31, 2006 as compared to the year ended December 31, 2005. Beginning in October 2005, the largest U.S.
options exchanges by volume (the Chicago Board Options Exchange, the International Securities Exchange and the Philadel phia Stock
Exchange) began to implement new, SEC-approved payment for order flow programs that pay $0.65 to $0.75 per qualified contract,
generaly into apool that is available to pay the brokers providing the order flow. This has resulted in increased payment for order
flow income at our U.S. electronic brokerage unit. Thisincome was partialy offset by payment for order flow expense to our
customers, as described below under “Non-Interest Expenses—Execution and Clearing.” Net income from payment for order flow
was $6.0 million for the year ended December 31, 2006, versus a net loss of $13.6 million for the year ended December 31, 2005.

Non-Interest Expenses

Non-interest expensesincreased by $131.0 million, or 36%, to $490.8 million for the year ended December 31, 2006 from
$359.8 million for the year ended December 31, 2005. As a percentage of total net revenues, non-interest expenses were 39% for each
of the years ended December 31, 2006 and 2005.

Execution and Clearing. Execution and clearing expenses increased $98.3 million, or 46%, to $313.3 million for the year
ended December 31, 2006 from $215.0 million for the year ended December 31, 2005, primarily due to increased trading volume.
These variable costs are our largest expense category, representing 64% and 60% of total non-interest expenses for the year ended
December 31, 2006 and 2005, respectively. Payments for order flow, a component of execution and clearing costs,
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increased $20.6 million, or 61%, to $54.2 million for the year ended December 31, 2006 from $33.6 million for the year ended
December 31, 2005. The growth of payment for order flow expensein our electronic brokerage unit was primarily a result of our
aggressive marketing of the IB SmartRoutingSV system to new institutional customers, combined with incentive payments to these
customers for options orders routed through IB LLC. This expense was offset by payment for order flow revenue received from U.S.
options exchanges, as described above under “ Net Revenues—Other Income.” As a percentage of total net revenues, execution and
clearing expenses were 25% and 23% for the years ended December 31, 2006 and 2005, respectively.

Employee Compensation and Benefits. Employee compensation and benefits expenses increased by $19.9 million, or 22%,
to $110.1 million for the year ended December 31, 2006 from $90.2 million for the year ended December 31, 2005. Thisincreaseis
primarily due to an 11% increase in the number of employeesto 532 as of December 31, 2006 from 478 as of December 31, 2005,
increased expenses for bonuses and ROI Units granted to employees due to higher IBG LLC earnings. Aswe continue to grow, our
focus on automation has allowed us to maintain arelatively small staff of highly compensated professionals. As a percentage of total
net revenues, employee compensation and benefits expenses were 9% and 10% for the years ended December 31, 2006 and 2005,
respectively.

Occupancy, Depreciation and Amortization. Occupancy, depreciation and amortization expenses increased $2.3 million, or
11%, to $22.7 million for the year ended December 31, 2006 from $20.4 million for the year ended December 31, 2005 primarily due
to increased office rent expenses for additional office space. As a percentage of total net revenues, occupancy, depreciation and
amortization expenses were 2% for each of the years ended December 31, 2006 and 2005.

Communications. Communications expenses increased $2.2 million, or 21%, to $12.6 million for the year ended
December 31, 2006 from $10.4 million for the year ended December 31, 2005. Thisincrease was driven by additional
telecommunications bandwidth required to support increased trading volume at electronic exchanges and the expansion in the number
of marketsin which IBG LLC operates. As a percentage of total net revenues, communications expenses were 1% for each of the
years ended December 31, 2006 and 2005.

General and Administrative. General and administrative expenses increased $8.3 million, or 35%, to $32.1 million for the
year ended December 31, 2006 from $23.8 million for the year ended December 31, 2005, primarily attributable to increased legal and
auditing professional fees and increased marketing and advertising costs. As a percentage of total net revenues, general and
administrative expenses were 3% for each of the years ended December 31, 2006 and 2005.

Income Tax Expense. Asalimited liability company, historically, most of our income has not been subject to corporate tax but,
instead, our members have been taxed on their proportionate share of the net income. Our income tax expense reflects taxes payable
by certain of our non-U.S. companies. Income tax expense decreased $6.4 million, or 19%, to $27.4 million for the year ended
December 31, 2006 from $33.8 million for the year ended December 31, 2005 primarily due to lower pre-tax earnings at one of our
non-U.S. operating companies.

Net Income. Net incomeincreased $198.7 million, or 37%, to $734.2 million for the year ended December 31, 2006 from
$535.5 million for the year ended December 31, 2005. Net income as a percentage of net revenues was 59% for the year ended
December 31, 2006 compared to 58% for the year ended December 31, 2005.

46




Supplemental Information

The following tables present historical trading volumes for our business. However, volumes are not the only driversin our
business.

TRADE VOLUMES:
(in 000's, except %)
Brokerage
Market Brokerage Non Avg. Trades
Making % Cleared % Cleared % Total % per U.S.

Period Trades Change Trades Change Trades Change Trades Change Trading Day
2003 32,772 22,748 2,367 57,887 230
2004 41,506 271% 28,876 271% 2,932 24% 73,314 271% 290
2005 54,044 30% 34,800 21% 7,380 152% 96,224 31% 382
2006 66,043 22% 51,238 47% 12,828 74% 130,109 35% 518
2007 99,086 50% 72,931 42% 16,638 30% 188,655 45% 752
CONTRACT AND SHARE VOLUMES:
(in 000's, except %)
TOTAL

Options % Futures* % Stocks %
Period (contracts) Change (contracts) Change (shares) Change
2003 194,358 31,034 17,038,250
2004 269,715 39% 37,748 22% 17,487,528 3%
2005 409,794 52% 44,560 18% 21,925,120 25%
2006 563,623 38% 62,419 40% 34,493,410 57%
2007 673,144 19% 83,134 33% 47,324,798 37%
MARKET MAKING

Options % Futures* % Stocks %
Period (contracts) Change (contracts) Change (shares) Change
2003 177,459 6,638 12,578,584
2004 236,569 33% 10,511 58% 12,600,280 0%
2005 308,613 30% 11,551 10% 15,625,801 24%
2006 371,929 21% 14,818 28% 21,180,377 36%
2007 447,905 20% 14,520 -2% 24,558,314 16%
BROKERAGE TOTAL

Options % Futures* % Stocks %
Period (contracts) Change (contracts) Change (shares) Change
2003 16,898 24,396 4,459,667
2004 33,146 96 % 27,237 12% 4,887,247 10%
2005 101,181 205% 33,009 21% 6,299,319 29%
2006 191,694 89% 47,601 44% 13,313,033 111%
2007 225,239 17% 68,614 14% 22,766,484 1%
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BROKERAGE CLEARED

Options % Futures* % Stocks %
Period (contracts) Change (contracts) Change (shares) Change
2003 11,351 19,086 3,612,503
2004 16,438 45% 24,118 26% 4,339,462 20%
2005 23,456 43% 30,646 27% 5,690,308 31%
2006 32,384 38% 45,351 48% 12,492,870 120%
2007 51,586 59% 66,278 46% 20,353,584 63%
* |ncludes options on futures
BROKERAGE STATISTICS:
(in 000's, except % and where noted)

4Q2007 _4Q2006 _Change

Total Accounts 95 77 24%
Customer Equity (in Billions)* $ 88 $ 6.1 44%
Cleared DARTs 259 158 64%
Total Customer DARTS 307 199 54%
(in $'s, except DART per account)
Avg. Commission per DART $ 427 $ 448
Avg. DART per Account (Annualized) 701 525
Avg. Net Revenue per Account (Annualized) $ 4386 $ 3481

* Excluding Non-Customers (i.e., officers, directors and affiliated parties)
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Business Segments

The following sections discuss results of our operations by business segment, excluding a discussion of corporate income and
expense. In the following tables, revenues and expenses directly associated with each segment are included in determining income
before income taxes. Due to the integrated nature of the business segments, estimates and judgments have been made in allocating
certain revenue and expense items. Transactions between segments generally result from one subsidiary facilitating the business of
another subsidiary through the use of its existing trading memberships and clearing arrangements. |n such cases, certain revenue and
expense items are eliminated in order to accurately reflect the external business conducted in each segment. Rates on transactions
between segments are designed to approximate full costs. In addition to execution and clearing expenses, which are the main cost
driver for both the market making segment and the electronic brokerage segment, each segment’ s operating expenses include
(i) employee compensation and benefits expenses that are incurred directly in support of the businesses, (i) general and administrative
expenses, which include directly incurred expenses for property leases, professional fees, travel and entertainment, communications
and information services, equipment, and (iii) indirect support costs (including compensation and other related operating expenses) for
administrative services provided by IBG LLC. Such administrative servicesinclude, but are not limited to, computer software
development and support, accounting, tax, legal and facilities management.

Market Making

The following table sets forth the results of our market making operations for the indicated periods:

Year Ended December 31,

2007 2006 2005
(in millions)
Revenues:
Trading gains $ 8659 $ 807.7 $ 637.9
Interest income 485.4 508.2 211.1
Other income 17.1 18.6 22.6
Total revenues 1,368.4 1,334.5 871.6
Interest expense 337.2 379.8 133.1
Tota net revenues 1,031.2 954.7 738.5
Non-interest expenses.
Execution and clearing 211.7 198.1 151.4
Employee compensation and benefits 47.6 47.3 41.4
Occupancy, depreciation and amortization 11.3 10.6 110
Communications 7.7 6.6 6.0
Genera and administrative 33.1 29.3 235
Total non-interest expenses 311.4 291.9 233.3
Income before income taxes 719.8 662.8 505.2
Income tax expense 43.1 24.9 32.1
Net income $ 676.7 $ 637.9 $ 473.1

Year Ended December 31, 2007 Compared to Year Ended December 31, 2006

Market making total net revenuesincreased $76.5 million, or 8%, to $1,031.2 million for the year ended December 31, 2007,
from $954.7 million during the year ended December 31, 2006. Trading gains during the year ended December 31, 2007 increased
$58.2 million, or 7% from the year ended December 31, 2006. Heavy options activity in advance of certain corporate announcements
and an unusual, non-recurring loss of approximately $37 million in the second quarter marked the first half of the year. During the
second half of the year, we observed a period of high volume and robust volatility, which is generally a productive environment for
our market making business and tight liquidity conditionsin the market, which allowed us to take advantage of our strong capital
position in managing both our working capital and our regulatory capital needs. During the year ended December 31, 2007, we
executed 99.1 million trades compared to 66.0 million trades, for the year ended December
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31, 2006; however, market making options contracts grew by a comparatively smaller 20%, to 447.9 million contracts, from 371.9
million contracts. Translation gains and losses fluctuate with exchange rates and with changes in the composition of our trading assets
and liabilities. Trandation gainsfor the year ended December 31, 2007 were $32.0 million, as compared to translation losses of $45.5
million for the year ended December 31, 2006. A discussion of our approach to managing foreign currency exposure is contained in
Part 11, Item 7A of this Annual Report on Form 10-K entitled “Quantitative and Qualitative Disclosures about Market Risk.” Net
interest income increased $19.8 million, or 15%, to $148.2 million for the year ended December 31, 2007, primarily attributable to
increased securities lending profitability resulting from the continuing integration of our securities lending system with our trading
system.

Market making non-interest expenses for the year ended December 31, 2007 increased $19.5 million, or 7%, to $311.4
million as compared to $291.9 million for the year ended December 31, 2006. Of thisincrease, $13.6 million consisted of higher
execution and clearing expenses, an increase of 7%, over the year ended December 31, 2006, reflecting higher trading volumein
2007. Asapercentage of total net revenues, market making non-interest expenses were 30% and 31% for the years ended
December 31, 2007 and 2006, respectively.

Market making income before income taxes increased $57.0 million, or 8.6%, to $719.8 million for the year ended
December 31, 2007 from $662.8 million for the year ended December 31, 2006. As a percentage of total net revenues for the market
making segment, income before income taxes were 70% and 69% for the years ended December 31, 2007 and 2006, respectively.

Year Ended December 31, 2006 Compared to Year Ended December 31, 2005

Market making net revenues increased $216.2 million, or 29%, to $954.7 million for the year ended December 31, 2006 from
$738.5 million for the year ended December 31, 2005. Trading gainsincreased $169.8 million, or 27%, from the year ended
December 31, 2005, primarily attributable to increased transaction volume in the markets in which we participate and to
improvements in our market making systems. During the year ended December 31, 2006, we executed 66.0 million trades compared
to 54.0 million trades during the year ended December 31, 2005. Trading gains aso include tranglation gains and losses, which are
incurred primarily in our European market making operations where our trading assets and liabilities are denominated in multiple
currencies. Trandation gains and losses fluctuate with exchange rates and with changes in the composition of our trading assets and
ligbilities. During the year ended December 31, 2006, trandation losses of $45.5 million were incurred as compared to translation
gains of $42.1 million for the comparable prior period. Net interest income increased $50.4 million, or 65%, primarily attributable to
increased securities lending activity resulting from the continuing integration of our securities lending system with our trading system
and to higher interest rates.

Market making non-interest expenses increased $58.6 million, or 25%, to $291.9 million for the year ended December 31,
2006 from $233.3 million for the year ended December 31, 2005. Of thisincrease, $46.7 million consisted of higher execution and
clearing expenses, an increase of 31% over the year ended December 31, 2005, reflecting greater trading volume in the period.
Employee compensation and benefits expenses increased $5.9 million, or 14%, over the year ended December 31, 2005 and other non-
interest expenses were relatively stable. As a percentage of total net revenues for the market making segment, non-interest expenses
were 31% and 32% for the years ended December 31, 2006 and 2005, respectively.

Market making income before income taxes increased $157.6 million, or 31%, to $662.8 million for the year ended
December 31, 2006 from $505.2 million for the year ended December 31, 2005. As a percentage of total net revenues for the market
making segment, income before income taxes were 69% and 68% for the years ended December 31, 2006 and December 31, 2005,
respectively.
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Electronic Brokerage

The following table sets forth the results of our electronic brokerage operations for the indicated periods:

Year Ended December 31,

2007 2006 2005
(in millions)
Revenues.
Commissions and execution fees $ 2611 $ 1745 $ 1322
Interest income 310.7 167.3 65.0
Other income 80.4 70.0 315
Total revenues 652.2 411.8 228.7
Interest expense 227.0 1134 43.4
Total net revenues 425.2 298.4 185.3
Non-interest expenses.
Execution and clearing 125.1 115.4 63.6
Employee compensation and benefits 36.4 28.8 22.1
Occupancy, depreciation and amortization 7.5 5.8 4.4
Communications 7.1 6.0 4.5
Genera and administrative 51.2 43.8 314
Total non-interest expenses 227.3 199.8 126.0
Income befor e income taxes 197.9 98.6 59.3
Income tax expense 1.9 1.7 12
Net income $ 1960 $ 969 $ 58.1

Year Ended December 31, 2007 Compared to Year Ended December 31, 2006

Electronic brokerage total net revenuesincreased $126.8 million, or 42%, to $425.2 million during the year ended
December 31, 2007, from $298.4 million during the year ended December 31, 2006, primarily due to higher commissions and
execution fees and net interest income, which increased $86.6 million, or 50%, and $29.8 million, or 55%, respectively. These
increases reflect strong growth in the number of new customer accounts and significantly higher customer trading activity combined
with increases in customer cash and margin debit balances. DARTSs from cleared and execution-only customers increased 35% to
265,000, during the year ended December 31, 2007 compared to 196,000 during the year ended December 31, 2006. DARTSs from
cleared customers increased 38% to 217,000 during the year ended December 31, 2007, compared to 157,000 during the year ended
December 31, 2006. Total customer account equity grew by 44%, to $8.80 billion at December 31, 2007 from $6.10 billion at
December 31, 2006, as discussed above. The primary component of other income, which increased 15% to $80.4 million, was
payment for order flow received through programs administered by U.S. options exchanges and it was largely offset by payment for
order flow expense.

Electronic brokerage non-interest expenses increased $27.5 million, or 14%, to $227.3 million for the year ended
December 31, 2007 as compared to $199.8 million for the year ended December 31, 2006. Of thisincrease, $24.1 million reflected an
8% increase in execution and clearing expenses and was offset by $14.4 million reduction in payment for order flow expense. The
increase in execution and clearing costs is reflective of greater customer trading volume. As a percentage of total net revenues, non-
interest expenses decreased to 53% from 67% for the years ended December 31, 2007 and 2006, respectively, reflecting the scalability
of our automated brokerage platform.

Electronic brokerage income before income taxes increased $99.3 million, or 101%, to $197.9 million for the year ended
December 31, 2007 from $98.6 million for the year ended December 31, 2006. As a percentage of total net revenues for the electronic
brokerage segment, income before income taxes was 47% and 33% for the years ended December 31, 2007 and 2006, respectively.
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Year Ended December 31, 2006 Compared to Year Ended December 31, 2005

Electronic brokerage net revenues increased $113.1 million, or 61%, to $298.4 million for the year ended December 31, 2006
from $185.3 million for the year ended December 31, 2005 primarily due to higher commissions and execution fees and net interest
income, which increased $42.3 million, or 32%, and $32.3 million, or 150%, respectively. These increases reflect strong growth in the
number of new customer accounts and significantly higher customer trading activity combined with commensurate increasesin cash
and margin debit balances. Total DARTSs from cleared and execution-only customers increased 47%, to 196,000, during the year
ended December 31, 2006 compared to 133,000 during the year ended December 31, 2005. DARTSs from cleared customers increased
41%, to 157,000, during the year ended December 31, 2006 compared to 111,000 during the year ended December 31, 2005. Total
customer account equity grew by 61%, to $6.1 billion, at December 31, 2006 from $3.8 billion at December 31, 2005. Commissions
growth due to volume was partially offset by the lower U.S. stock trade commissions that we introduced in November 2005, which
resulted in a 10% decrease in average commissions. The primary component of other income was payment for order flow received
through programs administered by U.S. options exchanges and it was largely offset by payment for order flow expense.

Electronic brokerage non-interest expenses increased $73.8 million, or 59%, to $199.8 million for the year ended
December 31, 2006 from $126.0 million for the year ended December 31, 2005. Of thisincrease, $51.8 million reflected an 81%
increase in execution and clearing expenses from the year ended December 31, 2005. Thisincrease was driven by higher customer
trading volume and greater payment for order flow expense incurred in order to attract volume to our system. As a percentage of total
net revenues for the electronic brokerage segment, non-interest expenses were 67% and 68% for the years ended December 31, 2006
and 2005, respectively. Electronic brokerage non-interest expenses decreased as a percentage of total net revenues primarily due to
higher growth rates of commissions and execution fees and net interest income over expense levels required to support the increase in
business activities.

Electronic brokerage income before income taxes increased $39.3 million, or 66%, to $98.6 million for the year ended
December 31, 2006 from $59.3 million for the year ended December 31, 2005. Asa percentage of total net revenues for the electronic
brokerage segment, income before income taxes were 33% and 32% for the years ended December 31, 2006 and 2005, respectively.

Liquidity and Capital Resources

We maintain a highly liquid balance sheet. The majority of our assets consist of exchange-listed marketable securities
inventories, which are marked-to-market daily, and collateralized receivables arising from customer-related and proprietary securities
transactions. Collateralized receivables consist primarily of securities borrowed, receivables from clearing houses for settlement of
securities transactions and, to a lesser extent, customer margin loans and securities purchased under agreementsto resell. At
December 31, 2007, total assets were $34.54 billion of which approximately $34.02 billion, or 98.5% were considered liquid and
consisted predominantly of marketable securities and collateralized receivables.

Daily monitoring of liquidity needs and available collateral levelsis undertaken to help ensure that an appropriate liquidity
cushion, in the form of unpledged collateral, ismaintained at all times. Our ability to quickly reduce funding needs by balance sheet
contraction without adversely affecting our core businesses and to pledge additional collateral in support of secured borrowingsis
continuously evaluated to ascertain the adequacy of our capital base.

In order to provide additional liquidity and to further increase our regulatory capital reserves, we issue senior notes and we
maintain a committed senior secured revolving credit facility from a syndicate of banks (see “Principal Indebtedness’ below). As of
December 31, 2007, borrowings under these facilities totaled $460.5 million, which represented 12% of IBG LLC' s tota
capitalization. Based on our current level of operations, we believe our cash flows from operations, available cash and available
borrowings under our senior secured revolving credit facility will be adequate to meet our future liquidity needs for more than the next
twelve months.

Historically, our consolidated equity has consisted primarily of accumulated retained earnings, which to date have been
sufficient to fund our operations and growth. The consolidated equity of IBG LLC grew from $2.80 billion at December 31, 2006 to
$3.52 hillion at December 31, 2007, representing an increase of 26%.

Regulatory Capital Requirements

Our principal operating subsidiaries are subject to separate regul ation and capital requirements in the United States and other
jurisdictions. Timber Hill LLC and Interactive Brokers LLC are registered U.S. broker-dealers and futures commission merchants,
and their primary regulators include the SEC, the Commodity Futures Trading Commission, the Chicago Board
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Options Exchange, the Chicago Mercantile Exchange, the Financial Industry Regulatory Authority and the National Futures
Association. Timber Hill Europe AG isregistered to do businessin Switzerland as a securities dealer and is regulated by the Swiss
Federal Banking Commission. Interactive Brokers (U.K.) Limited is subject to regulation by the U.K. Financial Services Authority
and our various other operating subsidiaries are similarly regulated. See Note 17 to the consolidated financial statementsin Part I,
Item 8 of this Annual Report on Form 10-K for further information regarding our regulated subsidiaries.

Principal | ndebtedness

IBG LLC isthe borrower under a $300.0 million senior secured revolving credit facility and is the issuer of senior notes, of
which $300.0 million and $160.5 million were outstanding, respectively as of December 31, 2007.

Senior Secured Revolving Credit Facility

On May 19, 2006, IBG LLC entered into a $300.0 million three-year senior secured revolving credit facility with JPMorgan
Chase Bank, N.A. as administrative agent, Harris N.A., as syndication agent, and Citibank, N.A. and HSBC Bank USA National
Association, as co-syndication agents. IBG LLC isthe sole borrower under this credit facility, which is required to be guaranteed by
IBG LLC’sdomestic non-regulated subsidiaries (currently there are no such entities). The facility is secured by afirst priority interest
inall of the capital stock of each entity owned directly by IBG LLC (subject to customary limitations with respect to foreign
subsidiaries). The facility may be used to finance working capital needs and general corporate purposes, including downstreaming
fundsto IBG LLC’ sregulated broker-dealer subsidiaries as regulatory capital. ThisalowsIBG LLC to take advantage of market

opportunities when they arise, while maintaining substantial excess regulatory capital. The financial covenants contained in this credit
facility are asfollows:

e minimum net worth of $1.5 billion, with quarterly increases equal to 25% of positive consolidated income;

e maximum total debt to capitalization ratio of 30%;

e minimum liquidity ratio of 1.0to 1.0; and

e maximum total debt to net regulatory capital ratio of 35%.
Asof December 31, 2007, IBG LLC wasin compliance with all of the covenants under this credit facility.
Senior Notes

IBG LLC periodically issues senior notes in private placements to certain qualified customers of IB LLC. IBG LLC usesthe

proceeds from sales of the senior notesto provide capital to IBG LLC' s broker-dealer subsidiaries in the form of subordinated loans
and for other general purposes. The outstanding senior notes have a 7% per annum interest rate, and either a 15-month or an 18-
month maturity. 1BG LLC may, solely at its option, redeem the senior notes at any time on or after a specified date in the third month
or the sixth month, respectively, after the date on which the senior notes are issued and sold, at a redemption price equal to 100% of

the principal amount of the senior notes to be redeemed plus accrued interest.

IBG LLC had $160.5 million and $150.6 million of senior notes outstanding at December 31, 2007 and 2006, respectively.
In 2007, IBG LLC redeemed $448.8 million of senior notes and issued $458.7 million in new senior notes.

The senior notes are secured, as is the senior secured revolving credit facility, by afirst priority interest in all of the capital
stock of each entity owned directly by IBG LLC (subject to customary limitations with respect to foreign subsidiaries). The senior
notes contain covenants that may limit IBG LLC’s ahility to:

e incur, or permit its subsidiaries to incur, additional indebtedness;
e create, or permit its subsidiaries to create, liens on any capital stock or equity interests of its subsidiaries;
e declare and pay dividends or make other equity distributions; and

e consolidate, merge or sell all or substantially all of its assets.
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Cash Flows

The following table sets forth our cash flows from operating activities, investing activities and financing activities for the
periods indicated:

Year Ended December 31,

2007 2006 2005
(in millions)
Cash used in operating activities $ (89.7) $ (219.3) $ (110.5)
Cash used in investing activities (1,214.1) (50.4) (9.7)
Cash provided by financing activities 1,127.6 504.0 374.1
Effect of exchange rate changes on cash and cash equivalents 28.7 26.7 (14.5)
(Decrease) increase in cash and cash equivalents $ (1475) $ 2610 $ 2394

Our cash flows from operating activities are largely areflection of the size and composition of trading positions held by our
market making subsidiaries, and of the changes in customer cash and margin debit balancesin our electronic brokerage business. Our
cash flows from investing activities are primarily related to the purchase of interestsin IBG LLC from existing members, capitalized
internal software development, purchases and sales of memberships at exchanges where we trade and, more recently, strategic
investments in exchanges where such investments will enable us to offer better execution alternatives to our current and prospective
customers, or create new opportunities for ourselves as market makers or where we can influence exchanges to provide competing
products at better prices using sophisticated technology. Our cash flows from financing activities are comprised of proceeds from the
issuance of common stock in connection with the IPO, short-term borrowings, long-term borrowings and capital transactions. Short-
term borrowings from banks are part of our daily cash management in support of operating activities. Long-term borrowings provide
us with flexible sources of excess liquidity and regulatory capital, and they include a committed senior secured revolving credit
facility from a syndicate of banks that was initiated in May 2006, and senior notes issued in private placements to certain qualified
customersof IB LLC.

Year Ended December 31, 2007, IBG, Inc.. Our cash and cash equivalents decreased by $147.5 million to $521.8 million at the
end of 2007. We raised $1.13 hillion in net cash from financing activities primarily from the net proceeds from the issuance of our
common stock. We used net cash of $1.30 billion in our operating and investing activities primarily for the purchase of approximately
10% of the outstanding members’ interest in IBG LLC and increased trading positions partially offset by increased net liabilities due
to our increased customer base.

Year Ended December 31, 2006, IBG LLC: Our cash and cash equivalentsincreased by $261.0 million to $669.3 million at the
end of 2006. We raised $504.0 million in net cash from financing activities primarily in short-term borrowings and our senior secured
credit facility. We used net cash of $269.7 million in our operating and investing activities primarily due to increased trading assets
net of trading liabilities reflecting normal changesin the makeup of market making positions and investmentsin OneChicago, LLC
($20.0 million), I SE Stock Exchange, LLC ($4.25 million) and CBOE Stock Exchange, LLC ($2.25 million).

Year Ended December 31, 2005, IBG LLC: Our cash and cash equivalentsincreased by $239.4 million to $408.2 million at the
end of 2005. Weraised $374.1 million in net cash from financing activities primarily in short-term borrowings. We used net cash of
$120.2 million in our operating and investing activities primarily due to increased securities borrowed, net of securities|oaned,
reflecting arelative increase in short stock positions held for marketing partially offset by increased trading liabilities, net of trading
assets, which isthe driver for the increased securities borrowed activity.

Capital Expenditures

Our capital expenditures are comprised of compensation costs of our software engineering staff for development of software
for internal use and expenditures for computer, networking and communications hardware. These expenditure items are reported as
property and equipment. Capital expenditures for property and equipment were $26.0 million and $12.3 million for the years ended
December 31, 2007 and 2006, respectively. We anticipate that our 2008 gross capital expenditures will approximate $26 million,
primarily for expansion of our data center and backup facilities. We expect our future capital expenditures to rise as we continue our
focus on technology infrastructure initiatives in order to further enhance our competitive position. We anticipate that we will fund
capital expenditures with cash from operations and cash on hand. In response to changing economic conditions, we believe we have
the flexibility to modify our capital expenditures by adjusting them (either upward or downward) to match our actual performance. If
we pursue any strategic acquisitions, we may incur additional capital expenditures.
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Contractual Obligations Summary

Our contractual obligations principally include obligations associated with our outstanding indebtedness and interest
payments as of December 31, 2007.

Payments Due by Year

2008- 2010-
Total 2009 2011 Thereafter
(Dallarsin Millions)
Senior notes $ 1605 $ 1605 $ — $ —
Interest payments on senior notes(1) 137 137 — —
Senior secured credit facility 300.0 — 300.0 —
Interest payments on senior secured credit facility(1) 36.5 30.6 5.9 —
Operating leases 49.4 8.6 145 26.3
Total contractual cash obligations $ 5601 $ 2134 $ 3204 $ 26.3
D Future principal and interest payments are calculated based on the assumption that all debt is outstanding until maturity.

Additionally, as of December 31, 2007, we provided standby letters of credit to clearing houses totaling $8.8 million, which
expire at various dates through March 2008.

Seasonality

Our businesses are subject to seasonal fluctuations, reflecting varying numbers of market participants at times during the year
and varying numbers of trading days from quarter-to-quarter, including declinesin trading activity due to holidays. Typical seasonal
trends may be superseded by market or world events, which can have a significant impact on prices and trading volume.

Inflation

Although we cannot accurately anticipate the effect of inflation on our operations, we believe that inflation has not had for
the three most recent years, and is not likely in the foreseeable future to have, a material impact on our results of operations.

Strategic Investments and Acquisitions

We periodically engage in evaluations of potential strategic investments and acquisitions. The Company has made strategic
investments in electronic trading exchanges including: Boston Options Exchange, LLC, OneChicago LLC, ISE Stock Exchange, LLC,
and CBOE Stock Exchange, LLC.

At December 31, 2007, the Company had loans to W.R. Hambrecht + Co. Inc. with a par amount of $19.2 million. These
loans bear interest at 8% per annum and are recorded at amortized cost plus accrued interest. As of December 31, 2007, the Company
holds warrants to purchase approximately 25.86% of W.R. Hambrecht + Co. Inc.

On December 18, 2007, IB LLC closed on its acquisition of FutureTrade Technologies, LLC (“FTT"), atechnology solutions
provider to hedge funds and other institutional investors, and its wholly-owned subsidiary, FutureTrade Securities, LLC, whichisan
SEC registered broker-dealer.

We intend to continue making acquisitions on an opportunistic basis, generally only when the acquisition candidate will, in
our opinion, enable us to acquire either technology or customers faster than we could develop them on our own. At December 31,
2007, there were no definitive agreements with respect to any material acquisition.

Certain Information Concerning Off-Balance-Sheet Arrangements

Our subsidiaries derive revenues from buying and selling a variety of financial instruments. Certain of these instruments,
including equity and index options and futures products, give rise to off-balance-sheet risk. Risk arises from changes in the value of
these contracts (market risk). Our market making subsidiaries rely upon proprietary computer systems that reeval uate our prices each
second in order to minimize market risk inherent in their portfolios at any moment. Risk also arises from the potential inability of
counterparties to perform under the terms of the contracts (credit risk). Credit risk islimited in that
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substantially all of the contracts entered into are settled directly at securities and commodities clearing houses and a small portion is
settled through member firms and banks with substantial financial and operational resources. Such clearing firms and banks are
subject to the rules and regulations of the various contract markets in which they operate. Our subsidiaries’ exposure isalso limited in
most locations by the segregation of assets, which protects our subsidiaries in the event of a bankruptcy or other disruption of business
at the clearing firm or bank. Our subsidiaries also seek to control credit risk by following an established credit approval process prior
to beginning business with a new counterparty.

Certain of our subsidiaries enter into securities purchased under agreements to resell transactions and securities sold under
agreements to repurchase transactions (repos) in addition to securities borrowing and lending arrangements, all of which may result in
credit exposure in the event the counterparty to a transaction is unable to fulfill its contractual obligations. In accordance with
industry practice, repos are collateralized by securities with amarket value in excess of the obligation under the contract. Similarly,
securities borrowed and loaned agreements are collateralized by deposits and receipts of cash. Our subsidiaries attempt to minimize
credit risk associated with these activities by monitoring collateral values on adaily basis and requiring additional collateral to be
deposited with or returned to our subsidiaries when deemed necessary.

Securities sold but not yet purchased represent obligations of our subsidiaries to deliver the specified securities at the
contracted price and, thereby, may create aliability to repurchase them in the market at prevailing prices. Accordingly, these
transactions result in off-balance-sheet risk as our subsidiaries’ repurchase of such securities may exceed the amount reported in our
consolidated statement of financial condition. Our continuous pricing and risk management systems are designed to minimize such
risk on an overall portfolio basis.

Critical Accounting Policies
Valuation of Financial | nstruments

Due to the nature of our operations, substantially all of our financial instrument assets, comprised of securities owned,
securities purchased under agreements to resell, securities borrowed and receivables from brokers, dealers and clearing organizations
are carried at fair value based on market prices, as published by exchanges and clearinghouses, and are marked to marked daily, or are
assets which are short-term in nature (such as U. S. government treasury bills or spot foreign exchange) and are reflected at amounts
approximating fair value. Similarly, al of our financial instrument liabilities that arise from securities sold but not yet purchased,
securities sold under agreements to repurchase, securities loaned and payables to brokers, dealers and clearing organizations are short-
term in nature and are reported at quoted market prices or at amounts approximating fair value. Our long and short positions are
valued at either the last consolidated trade price or the last consolidated bid/offer mid-point (where applicable) at the close of regular
trading hours, in the respective markets. Given that we manage a globally integrated market making portfolio, we have large and
substantially offsetting positions in securities and commodities that trade on different exchanges that close at different times of the
trading day. Asaresult, there may be large and anomalous swingsin the value of our positions daily and, accordingly, in our earnings
inany period. Thisis especialy true on the last business day of each calendar quarter, although such swings tend to come back into
equilibrium on the first business day of the succeeding calendar quarter.

Contingencies

Our policy isto estimate and accrue for potential losses that may arise out of litigation and regulatory proceedings, to the
extent that such losses are probable and can be estimated, in accordance with Statement of Financial Accounting Standards SFAS
No. 5, “Accounting for Contingencies.” Potential losses that might arise out of tax audits, to the extent that such losses are “more
likely than not,” would be estimated and accrued in accordance with FIN No. 48. Significant judgment is required in making these
estimates and our final liabilities may ultimately be materially different. Our total liability accrued with respect to litigation and
regulatory proceedingsis determined on a case-by-case basis and represents an estimate of probable losses based on, among other
factors, the progress of each case, our experience with and industry experience with similar cases and the opinions and views of
internal and external legal counsel. Given the inherent difficulty of predicting the outcome of our litigation and regulatory matters,
particularly in cases or proceedings in which substantial or indeterminate damages or fines are sought, or where cases or proceedings
arein the early stages, we cannot estimate losses or ranges of losses for cases or proceedings where there is only a reasonable
possibility that aloss may be incurred.

We have been from time to time subject to litigation and other legal proceedings. As of December 31, 2007, we, along with
certain of our subsidiaries, have been named partiesto legal actions, which we and/or such subsidiaries intend to defend vigorously.
Although the results of legal actions cannot be predicted with certainty, it is the opinion of management that the resolution of these
actionsis not expected to have amaterial adverse effect, if any, on our business or financial condition, but may have a material impact
on the results of operations for agiven period. Asof December 31, 2007 and 2006, reserves provided for potential losses related to
litigation matters were not material.
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Use of Estimates

The consolidated financial statements are prepared in conformity with accounting principles generally accepted in the United
States. In applying these principles, management is required to use certain assumptions and make estimates that could materially
affect the reported amounts of assets, liabilities, revenues and expenses in the consolidated financia statements. We base our
estimates and judgments on historical experience and other assumptions that we believe are reasonabl e under the circumstances.
These assumptions, estimates and/or judgments, however, are often subjective and our actual results may change based on changing
circumstances or changesin our analyses. If actual amounts are ultimately different from our estimates, the revisions are included in
our results of operations for the period in which the actual amounts become known. These estimates are periodically reevaluated by
management. We believe the following critical accounting policies could potentially produce materially different resultsif we were to
change underlying assumptions, estimates and/or judgments.

Recent Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” SFAS No. 157 defines fair value,
establishes aframework for measuring fair value and requires enhanced disclosures about fair value measurements. SFAS No. 157
requires companies to disclose the fair value of financial instruments according to afair value hierarchy (i.e, levels 1, 2, and 3, as
defined). Additionally, companies are required to provide enhanced disclosure regarding instruments in the level 3 category,
including areconciliation of the beginning and ending balances separately for each major category of assets and liabilities. SFAS
No. 157 is effective for financial statementsissued for fiscal years beginning after November 15, 2007 and for interim periods within
those fiscal years. Adoption of SFAS No. 157 as of January 1, 2008 is not expected to have a material effect on our consolidated
statements of financial condition, income or cash flows.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities,
including an amendment of FASB Statement No. 115.” SFAS No. 159 permits entities to choose, at specified el ection dates, to
measure many financial instruments and certain other items at fair value that are not currently required to be measured at fair value.
SFAS No. 159 is effective for financial statementsissued for an entity’ sfirst fiscal year beginning after November 15, 2007. At
adoption of SFAS No. 159 as of January 1, 2008, the Company had no non-financial assets or liabilities subject to election under the
fair value option. Accordingly, adoption of SFAS No. 159 did not have a material effect on our consolidated statements of financial
condition, income or cash flows.

In December 2007, the FASB issued SFAS No. 141(R), “Business Combinations’ SFAS No. 141(R) replaces SFAS No. 141,
mandating changes in the accounting for business combinations most notably that changes in purchase price allocations, if made, are
required to be applied retrospectively, whereas under SFAS No. 141, such changes were applied prospectively. SFAS No. 141(R) is
effective for an entity’ sfiscal year beginning after December 15, 2008, and early adoption is not permitted. Adoption of SFAS
No. 141(R) is not expected to have a materia effect on our consolidated statements of financial condition, income or cash flows.

In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements, an
amendment of ARB No. 51.” SFAS No. 160 requires non-controlling (“minority”) interests in a reporting entity to be reported as a
component of the entity’s stockholder’s equity. SFAS No. 160 is effective for an entity’ s fiscal year beginning after December 15,
2008, and early adoption is not permitted. Adoption of SFAS No. 160 is not expected to have a material effect on our consolidated
statements of financial condition, income or cash flows.
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ITEM 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURESABOUT MARKET RISK

We are exposed to various market risks. Our exposures to market risks arise from assumptions built into our pricing models,
equity price risk, foreign currency exchange rate fluctuations related to our international operations, changes in interest rates which
impact our variable-rate debt obligations, and risks relating to the extension of margin credit to our customers.

Pricing Model Exposure

Our strategy as a market maker isto calculate quotes a few seconds ahead of the market and execute small trades at tiny but
favorable differentials asaresult. Thisis made possible by our proprietary pricing model, which continuously evaluates and monitors
the risks inherent in our portfolio, assimilates market data and reeval uates the outstanding quotes in our entire portfolio each second.
Certain aspects of the model rely on historical prices of securities. If the behavior of price movements of individual securities
diverges substantially from what their historical behavior would predict, we might incur trading losses. We attempt to limit such risks
by diversifying our portfolio across many different options, futures and underlying securities and avoiding concentrations of positions
based on the same underlying security. Historically, our losses from these events have been immaterial in comparison to our annual
trading profits.

Foreign Currency Exposure

Asaresult of our international market making activities and accumulated earnings in our foreign subsidiaries, our income
and net worth is exposed to fluctuations in foreign exchange rates. Our European operations and some of our Asian operations are
conducted by our Swiss subsidiary, THE. THE isregulated by the Swiss Federal Banking Commission as a securities dealer and its
financial statements are presented in Swiss francs. Accordingly, THE is exposed to certain foreign exchange risks as described below:

e THE buys and sdlls futures contracts and securities denominated in various currencies and carries bank balances and borrows
and lends such currenciesin its regular course of business. At the end of each accounting period THE' s assets and liabilities
are trandlated into Swiss francs for presentation inits financial statements. The resulting gains or losses are reported as
trandlation gain or lossin THE' sincome statement. When we prepare our consolidated financia statements, THE's Swiss
franc balances are trandated into U.S. dollars for U.S. GAAP purposes. THE' stranslation gains or losses appear as such on
IBG, Inc.’sincome statement, included in trading gains.

e THE'snet worthiscarried on THE' s books in Swiss francs in accordance with Swiss accounting standards. At the end of
each accounting period, THE's net worth is translated at the then prevailing exchange rate into U.S. dollars and the resulting
gain or lossisreported in our consolidated statement of financial condition as “ other comprehensive income,” which is
neither an income nor an expense item in our statement of income, in accordance with U.S. GAAP.

Historically, we have taken the approach of not hedging the above exposures, based on the notion that the cost of constantly
hedging over the years would amount to more than the random impact of rate changes on our non-U.S. dollar balances. For instance,
an increase in the value of the Swiss franc would be unfavorable to the earnings of THE but would be counterbalanced to some extent
by the fact that the yearly trandation gain or lossinto U.S. dollarsis likely to move in the opposite direction.

In late 2005, we began to expand our market making systems to incorporate cash forex and forex optionsin order to hedge
our currency exposure at little or no cost. In September 2006, we began hedging our currency exposure throughout the day on a
continuous basis. In connection with the development of our currency hedging strategy, we have determined to base our net worth in
GLOBALs. Wedefine GLOBAL as consisting of a basket of mgjor currencies that currently includes U.S. dollar, euro, Japanese yen,
British pound, Canadian dollar and Australian dollar. With the growth of our international operations, we foresee including other
currenciesin our definition of the GLOBAL. Asour forex market making systems continue to develop, and as more exchanges trade
more forex-based products el ectronically, we expect more trading volume to flow through this system and, accordingly, we expect to
be able to manage the risksin forex in the same low cost manner as we currently manage the risks of our market making in equity-
based products.

Interest Rate Risk

We had $300.0 million in variable-rate debt outstanding at December 31, 2007. These debt obligations are subject to
fluctuationsin interest rates at the end of each borrowing term, which impact the amount of interest we must pay. If variable interest
rates were to increase by 1.0% per annum, the annual impact to our net income from debt obligations of this amount
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would be areduction of $3.0 million. Under our senior secured revolving credit facility, we have the ability to choose borrowing
tenors from overnight to twelve months, which permits us to minimize the risk of interest rate fluctuations.

We pay our electronic brokerage customers interest based on benchmark overnight interest rates in various currencies. We
typically invest a portion of these fundsin U.S. government treasury securities with maturities of up to three months. If interest rates
were to increase rapidly and substantially, in increments that were not reflected in the yields on these treasury securities, our net
interest income from customer deposits would decrease. An unexpected increase of 0.25% per annum would reduce our net interest
income by approximately $1.8 million on an annualized basis.

We also face substantial interest rate risk due to positions carried in our market making business to the extent that long or
short stock positions may have been established for future or forward dates on options or futures contracts and the value of such
positions are impacted by interest rates. We hedge such risks by entering into interest rate futures contracts. To the extent that these
futures positions do not perfectly hedge this interest rate risk, our trading gains may be adversely affected. The amount of such risk
cannot be quantified.

Dividend Risk

We face dividend risk in our market making business as we derive significant revenues and incur significant expensesin the
form of dividend income and expense, respectively, from our substantial inventory of equity securities, and must make significant
paymentsin lieu of dividends on short positionsin securitiesin our portfolio. Projected future dividends are an important component
of pricing equity options and other derivatives, and incorrect projections may lead to trading losses. The amount of these risks cannot
be quantified.

Margin Credit

We extend margin credit to our customers, which is subject to various regulatory requirements. Margin credit is
collateralized by cash and securities in the customers’ accounts. The risks associated with margin credit increase during periods of
fast market movements or in cases where collateral is concentrated and market movements occur. During such times, customers who
utilize margin credit and who have collateralized their obligations with securities may find that the securities have a rapidly
depreciating value and may not be sufficient to cover their obligations in the event of aliquidation. We are also exposed to credit risk
when our customers execute transactions, such as short sales of options and equities, that can expose them to risk beyond their
invested capital.

We expect this kind of exposure to increase with growth in our overall business. Because we indemnify and hold harmless
our clearing firms from certain liabilities or claims, the use of margin credit and short sales may expose us to significant off-balance-
sheet risk in the event that collateral requirements are not sufficient to fully cover losses that customers may incur and those customers
fail to satisfy their obligations. As of December 31, 2007, we had $1.91 hillion in margin credit extended to our customers. The
amount of risk to which we are exposed from the margin credit we extend to our customers and from short sale transactions by our
customersis unlimited and not quantifiable as the risk is dependent upon analysis of a potential significant and undeterminable rise or
fall in stock prices. Our account level margin credit requirements meet or exceed those required by Regulation T of the Board of
Governors of the Federal Reserve. Asamatter of practice, we enforce real-time margin compliance monitoring and liquidate
customers' positionsif their equity falls below required margin requirements.

We have acomprehensive policy implemented in accordance with regulatory standards to assess and monitor the suitability
of investors to engage in various trading activities. To mitigate our risk, we aso continuously monitor customer accounts to detect
excessive concentration, large orders or positions, patterns of day trading and other activities that indicate increased risk to us.

Our credit exposure isto agreat extent mitigated by our policy of automatically evaluating each account throughout the
trading day and closing out positions automatically for accounts that are found to be under-margined. While this methodology is
effective in most situations, it may not be effective in situations where no liquid market exists for the relevant securities or
commodities or where, for any reason, automatic liquidation for certain accounts has been disabled.
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Financial StatementsIntroductory Note

On May 3, 2007, Interactive Brokers Group, Inc., a Delaware corporation (“IBG, Inc.”), priced an initia public offering (the
“1PO") of sharesof its Class A common stock, par value $0.01 per share (the “Common Stock™). In connection with the | PO,
IBG, Inc. purchased 10.0% of the membership interestsin IBG LLC, a Connecticut limited liability company, from IBG Holdings
LLC, aDelaware limited liability company, became the sole managing member of IBG LLC and began to consolidate IBG LLC's
financial resultsinto its financial statements. Such transactions, collectively referred to herein as the “ Recapitalization,” are described
in greater detail in Note 4 to the consolidated financial statements.

The consolidated financia statements as of December 31, 2006 and 2005 and for the years then ended relateto IBG LLC and
its subsidiaries. The consolidated statement of financial condition as of December 31, 2007 reflects the consolidated statement of
financial condition of IBG, Inc. and its subsidiaries. The consolidated statements of income and of cash flows for the year ended
December 31, 2007 reflect the consolidated operating results and cash flows of IBG LLC and its subsidiaries prior to May 4, 2007 and
reflect the consolidated operating results and cash flows of IBG, Inc. and its subsidiaries from May 4, 2007 through December 31,
2007.

The historical consolidated financial statements do not reflect what the financial position, results of operations or cash flows
of IBG, Inc. or the Group would have been had these companies been stand-al one public companies for the periods presented.
Specifically, the historical financial statements of the Group do not give effect to the following matters:

e the Recapitalization;
e U.S corporate federal income taxes; and
e minority interest held by IBG HoldingsLLC.
As a consequence, earnings per share information reported in the consolidated statements of income for the year ended December 31,

2007 reflect only the net income available for common stockholders for the period from May 4, 2007 through December 31, 2007, as
detailed in Note 4.
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Interactive Brokers Group, Inc.
Greenwich, CT

We have audited the accompanying consolidated statements of financial condition of Interactive Brokers Group, Inc. and subsidiaries
(the “Company”) as of December 31, 2007 and 2006, and the related consolidated statements of income, changes in redeemable
members' interest and stockholders' equity, and cash flows for each of the three years in the period ended December 31, 2007. These
financial statements are the responsibility of the Company’s management. Our responsibility isto express an opinion on the financial
statements based on our audits.

We conducted our audits in accordance with the standards of the Public Company Accounting Oversight Board (United States).
Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free of material misstatement. The Company is not required to have, nor were we engaged to perform, an audit of itsinternal control
over financial reporting. Our audits included consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
Company’sinternal control over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on
atest basis, evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our
audits provide a reasonable basis for our opinion.

In our opinion, such consolidated financial statements present fairly, in all material respects, the financial position of Interactive
Brokers Group, Inc. and subsidiaries at December 31, 2007 and 2006, and the results of their operations and their cash flows for each
of the three yearsin the period ended December 31, 2007, in conformity with accounting principles generally accepted in the United
States of America.

/s Deloitte & Touche LLP

New York, New York
March 27, 2008
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Interactive Brokers Group, Inc. and Subsidiaries

Consolidated Statements of Financial Condition

December 31, December 31,

(in thousands, except share data) 2007 2006
Assets
Cash and cash equivalents $ 521,776  $ 669,271
Cash and securities - segregated for regulatory purposes 5,232,557 3,111,795
Securities borrowed 6,862,028 10,479,231
Securities purchased under agreements to resell 35,001 97,740
Trading assets, at fair value:

Financia instruments owned 11,018,613 7,485,879

Financial instruments owned and pledged as collateral 5,838,900 8,331,923

16,857,513 15,817,802

Other receivables:

Customers, less allowance for doubtful accounts of $1,999 and $1,031 at December 31,

2007 and 2006 1,916,076 848,448
Brokers, dealers and clearing organizations 2,484,163 856,957
Interest 85,478 62,772

4,485,717 1,768,177

Other assets 547,494 136,502
Total assets $ 3454208 $ 32,080,518
Liabilities, redeemable members' interests and stockholders' equity
Liahilities:
Trading liabilities - financial instruments sold but not yet purchased, at fair value $ 14315853 $ 14,785,617
Securities |oaned 4,968,863 8,026,468
Short-term borrowings 1,415,725 1,296,909
Other payables:

Customers 7,630,703 3,914,037

Brokers, dealers and clearing organizations 1,568,620 743,339

Payable to affiliate 323,901 —

Accounts payable, accrued expenses and other liabilities 231,008 161,812

Interest 53,133 49,821

9,807,365 4,869,009

Senior notes payable 160,456 150,598
Senior secured credit facility 300,000 150,000
Minority interest 3,165,421 —
Commitments, contingencies and guar antees
Redeemable members’ interests, including accumulated other comprehensive income of

$98,568 — 2,801,917
Stockholders’ equity:

Common stock, $0.01 par value per share

Class A — Authorized- 1,000,000, 000, ssued- 43,270,823, Outstanding —

40,143,760 433 —

Class B — Authorized- 100, Issued- 100, Outstanding — 100 — —
Additional paid-in capital 450,667 —
Retained earnings, including accumulated other comprehensive income of $4,109, net of

income taxes of $2,388 52,269 —
Treasury stock, at cost, 3,127,063 shares at December 31, 2007 (94,966 ) —

Tota stockholders' equity 408,403 —
Total liabilities, redeemable members’ interests and stockholders’ equity $ 3454208 $ 32,080,518

See accompanying notes to the consolidated financial statements.
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Interactive Brokers Group, Inc. and Subsidiaries
Consolidated Statements of Income

Year ended December 31,

(in thousands, except for sharesor per share amounts) 2007 2006 2005
Revenues:
Trading gains $ 888065 $ 805110 $ 640,383
Commissions and execution fees 261,104 174,437 132,156
Interest income 782,197 672,057 273,222
Other income 92,009 85,238 53,392
Total revenues 2,023,375 1,736,842 1,099,153
Interest expense 555,213 484,433 170,045
Total net revenues 1,468,162 1,252,409 929,108
Non-interest expenses.
Execution and clearing 335,756 313,271 214,972
Employee compensation and benefits 118,770 110,125 90,175
Occupancy, depreciation and amortization 26,482 22,697 20,417
Communications 14,889 12,645 10,458
Genera and administrative 40,696 32,110 23,788
Total non-interest expenses 536,593 490,848 359,810
Income before income taxes and minority interest 931,569 761,561 569,298
Income tax expense 63,037 27,392 33,778
Minority interest subsequent to May 3, 2007 (568,040) — —
Net income $ 300492 $ 734169 $ 535520

Net income and earnings per share for the period from May 4, 2007 through
December 31, 2007:

Net income available for common stockholders $ 48,160

Earnings per share (Note 4):

Basic $ 1.20

Diluted $ 1.16
Weighted average common shares outstanding:

Basic 40,153,606

Diluted 401,327,844

See accompanying notes to the consolidated financial statements.

64




Interactive Brokers Group, Inc. and Subsidiaries
Consolidated Statements of Cash Flows

Year ended December 31,

(in thousands) 2007 2006 2005
Cash flows from operating activities:
Net income $ 300,492 $ 734,169 $ 535,520
Adjustments to reconcile net income to net cash provided by operating
activities:
Trandation (gains) losses (44,674) 47,130 (43,904)
Deferred income taxes 7,079 (587) 17,068
Depreciation and amortization 12,068 11,630 10,913
Minority interest 568,040 — —
Employee stock plan compensation 13,264 — —
(Gains) losses on non-trading investments, net (630) 337 (1,312)
Other 1,781 1,481 177
Change in operating assets and liabilities:
Increase in cash and securities - segregated for regulatory purposes (2,119,496) (1,307,649) (704,837)
Decrease (increase) in securities borrowed 3,852,844 (1,570,433) (4,821,122)
Decrease (increase) in securities purchased under agreements to resell 62,882 (93,817) 57,300
Increase in trading assets (1,156,606) (3,716,794) (3,488,197)
Increase in receivables from customers (1,066,914) (410,288) (166,753)
Increase in other receivables (1,652,058) (288,910) (110,534)
Increase in other assets (3,984) (19,544) (6,946)
(Decrease) increase in trading liabilities (265,269) 2,300,181 4,841,812
(Decrease) increase in securities |oaned (3,200,489) 1,899,853 2,857,974
Increase in payable to customers 3,713,557 1,495,049 887,593
Increase in other payables 888,445 698,891 24,729
Net cash used in operating activities (89,668) (219,301) (110,519)
Cash flows from investing activities:
Purchase of IBG LLC historical member interests (1,177,892) — —
(Purchase) sale of investments (9,554) (39,268) 2,596
Distributions received from investment in exchange — 1,229 —
(Purchase) sale of trading rights (750) — 537
Purchase of property and equipment (25,968) (12,349) (12,836)
Net cash used in investing activities (1,214,164) (50,388) (9,703)
Cash flows from financing activities:
Net proceeds from issuance of Class A and Class B Common Stock 1,177,392 — —
Class A Common Stock acquired from employees (1,376) — —
Dividends paid by IBG LLC prior to May 4, 2007 (158,500) (164,500) (88,500)
Dividends paid to IBG Holdings LL C after May 3, 2007 (1112,158) — —
I ssuance of senior notes 458,746 512,462 549,025
Redemptions of senior notes (448,888) (526,530) (493,170)
Borrowings under senior secured credit facility 238,000 150,000 —
Repayments of senior secured credit facility (88,000) — —
Increase in short-term borrowings, net 24,378 525,887 403,251
Cash capital contribution to THE 37,000 — —
Members' contributionsto IBG LLC — 10,609 10,220
IBG LLC member interests redeemed — (3,900) (6,738)
Net cash provided by financing activities 1,127,594 504,028 374,088
Effect of exchange rate changes on cash and cash equivalents 28,743 26,700 (14,471)
Net (decrease) increase in cash and cash equivalents (147,495) 261,039 239,395
Cash and cash equivalents at beginning of period 669,271 408,232 168,837
Cash and cash equivalents at end of period $ 521,776  $ 669,271 $ 408,232
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Interactive Brokers Group, Inc. and Subsidiaries

Consolidated Statements of Cash Flows
(Continued)

Supplemental disclosures of cash flow information:
IPO related transactions (Note 4):

Deferred Tax asset arising from |PO $380,785 $— $—
Payable to affiliate 323,668 — —
Net tax benefit retained, recorded as additional paid in capital $57,117 $— $—
Interest paid $551,918 $460,097 $152,959
Taxes paid $15,253 $16,963 $24,960
Non-cash investing activities:
Refinancing of bridge loan $10,018 $— $—
Cancellation of secured note receivable — 5,200 —
Total non-cash investing activities $10,018 $5,200 $—
Non-cash financing activities:
Termination of subordinated loan $— $5,200 $—
Member redemption payables — — 512
Total non-cash financing activities $— $5,200 $512

See accompanying notes to the consolidated financial statements.
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Interactive Brokers Group, Inc. and Subsidiaries

Consolidated Statement of Changesin Redeemable Members' Interestsand Stockholders Equity
Three Yearsended December 31, 2007

(in thousands, except for shares or per share amounts, unless otherwise noted)

Total
Stockholders'

Accumulated Equity and
Redeemable Common Stock Additional Other Redeemable
Members Par Paid-In Treasury Retained Comprehensive Members'
Interests Shares Value Capital Stock Earnings Income Interests

Balance, January 1, 2005 $ 1,676,469 $ 121,983 $ 1,798,452
Comprehensive income:
Net income 535,520 535,520
Cumulative translation adjustment (74,708) (74,708)
Total comprehensive income 535,520 (74,708) 460,812
Dividends (88,500) (88,500)
Members' interests redeemed (6,738) (6,738)
Member contributions 10,220 10,220
Balance, December 31, 2005 $ 2,126,971 $ 47,275 $ 2,174,246
Comprehensive income:
Net income 734,169 734,169
Cumulative trandlation adjustment 51,293 51,293
Total comprehensive income 734,169 51,293 785,462
Dividends (164,500) (164,500)
Members' interests redeemed (3,900) (3,900)
Member contributions 10,609 10,609
Balance, December 31, 2006 $ 2,703,349 $ 98,568 $ 2,801,917
Comprehensive income through May 3, 2007:

Net Income 252,332 252,332

Cumulative translation adjustment 13,245 13,245
Dividends, through May 3, 2007 (158,500) (158,500)
Adjustments to eliminate redeemable members

interests and establish minority interest as of

May 3, 2007, net (2,797,181) (100,632) (2,897,813)
Adjustments to eliminate remaining

accumulated other comprehensive income as

of May 3, 2007, applied to additional paid-in

capital $ 11,181 (11,181) —
Net proceeds from issuance of Common Stock

in PO 40,000,000 $ 400 279,318 279,718
Issuance of Class B shares of common stock 100 — —
Common Stock issued pursuant to stock plans 3,270,823 33 99,238 99,271
Treasury stock, unearned compensation (3,270,823) $(99,271) (99,271)
Common Stock distributed to employees 189,617 5,681 5,681
Common Stock acquired from employees (45,857) — (1,376) (1,376)
Deferred tax benefit retained 57,117 57,117
IBG, Inc.’s allocable share of capital

contribution to THE 3,813 3,813
Comprehensive income, after May 3, 2007:

Net income $ 48,160 48,160

Cumulative trand ation adjustment, net of

income taxes of $2,388 — 4,109 4,109

Total comprehensive income after May 3,

2007 48,160 4,109 52,269

Balance, December 31, 2007 $ — 40,143,860 $ 433 $ 450,667 $(94,966)$ 48,160 $ 4,109 $ 408,403

See accompanying notes to the consolidated financial statements.
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Interactive Brokers Group, Inc. and Subsidiaries
Notesto Consolidated Financial Statements
(dollarsin thousands, except sharesand per share amounts, unless other wise noted)

1. Organization and Nature of Business

The accompanying consolidated financial statements of Interactive Brokers Group, Inc. and subsidiaries (“IBG, Inc.” or the
“Company”), a Delaware holding company, include the financial results of IBG LLC and its operating subsidiaries (collectively, “I1BG
LLC” or the “Group”) for the periods reported. Subsequent to May 3, 2007, the statements reflect the consolidation of IBG, Inc.’s
investment in IBG LLC. On May 9, 2007, IBG, Inc. issued 40 million shares of its Class A common stock pursuant to a registered
public offering (the “1PO”, see Note 4), completed its purchase of a 10.0% interest in IBG LLC and became the sole managing
member of the Group under the “Amended and Restated Operating Agreement of IBG LLC” dated May 3, 2007. IBG, Inc. isa
Delaware holding company whose primary operating asset is its ownership interest in IBG LLC. IBG LLC, formerly known as
Interactive Brokers Group LLC, is an automated global market maker and electronic broker specializing in routing orders and
processing trades in securities, futures and foreign exchange instruments.

IBG LLC isaConnecticut limited liability company that conducts its business through its operating subsidiaries (collectively
called the “ Operating Companies’): Timber Hill LLC (“TH LLC"), Timber Hill Europe AG (“THE"), Timber Hill Securities Hong
Kong Limited (“THSHK?"), Timber Hill AustraliaPty Limited (“THA"), Timber Hill Canada Company (“THC"), Interactive Brokers
LLC (“IB LLC"), Interactive Brokers Canada Inc. (“1BC"), Interactive Brokers (U.K.) Limited (“IBUK"), Interactive Brokers (India)
Private Limited (“IBI”), Interactive Brokers Hungary KFT (“1BH”) and IB Exchange Corp. (“IBEC”). On December 18, 2007, IB
LLC closed on its acquisition of FutureTrade Technologies, LLC, headquartered in Lake Forest, California.

The Operating Companies are members of various securities and commaodities exchanges in North America, Europe and the
AsialPacific region. Other than IB LLC, IBUK and IBC, the Operating Companies do not carry securities accounts for customers or
perform custodial functions relating to customer securities. IB LLC, aU.S. broker-dealer and futures commission merchant, conducts
electronic brokerage services for customers. IB LLC carries customer securities and commodity accounts and is subject to the
regulatory requirements of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”), and the U.S. Commaodities
Exchange Act.

2. Significant Accounting Policies
Basis of Presentation

These consolidated financial statements are presented in U.S. dollars and have been prepared in conformity with accounting
principles generally accepted in the United States of America (“U.S. GAAP") and pursuant to the rules and regulations regarding
financial reporting of the U.S. Securities and Exchange Commission (“ SEC”) with respect to Form 10-K. Gains and |osses from
foreign currency transactions are included in trading gains and losses where related to market making activities or in interest income
where related to investment of customer funds as part of electronic brokerage activities in the consolidated statements of income. Non-
U.S. subsidiaries have a functional currency (i.e., the currency in which activities are primarily conducted) that is other than the U.S.
dollar. Such subsidiaries’ assets and liabilities are trandated to U.S. dollars at year-end exchange rates, while revenues and expenses
aretrandated at average exchange rates during the year. Adjustments that result from translating amounts from a subsidiary’s
functional currency to the U.S. dollar are reported in redeemable members' interests or stockholders’ equity as a component of
accumulated other comprehensive income.

The consolidated financia statements as of December 31, 2006 and 2005 and for the years then ended relateto IBG LLC and
its subsidiaries. The consolidated statement of financial condition as of December 31, 2007 reflects the consolidated statement of
financial condition of IBG, Inc. and its subsidiaries. The consolidated statements of income and of cash flows for the year ended
December 31, 2007 reflect the consolidated operating results and cash flows of IBG LLC and its subsidiaries prior to May 4, 2007 and
reflect the consolidated operating results and cash flows of IBG, Inc. and its subsidiaries from May 4, 2007 through December 31,
2007.

The consolidated financial statements do not reflect what the financial position, results of operations or cash flows of
IBG, Inc. would have been had it been a stand-alone public company prior to May 4, 2007. In addition, the results of
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operations for periods prior to the IPO on May 4, 2007 are not comparable to the results of operations for subsequent periods as these
results of operations do not give effect to the following matters:

e the Recapitalization;

e U.S. corporate federal income taxes; and

e minority interest held by IBG Holdings LLC.
Use of Estimates

The preparation of financial statementsin conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts and disclosures in the consolidated financial statements and accompanying notes.
Estimates, by their nature, are based on judgment and available information. Therefore, actual results could differ materially from
those estimates. Such estimates include the estimated fair value of financial instruments and investments accounted for under the
equity method of accounting, the estimated useful lives of property and equipment, including capitalized internally developed
software, compensation accruals, and tax liabilities and estimated contingency reserves.

Fair Value

At December 31, 2007 and 2006, substantially al of IBG, Inc.’s assets and liabilities, including financial instruments, were
carried at fair value based on market prices, as published by exchanges and clearinghouses, or were assets which are short-termin
nature (such as U.S. government treasury bills or spot foreign exchange) and were carried at amounts that approximate fair value.

Principles of Consolidation

The consolidated financial statements include the accounts of IBG, Inc. and its majority and wholly owned subsidiaries.
IBG, Inc. consolidates the Group’ s consolidated financial statements and records as minority interest the interests in the Group that
IBG, Inc. does not own. The Group’s policy isto consolidate al entities of which it owns more than 50% unlessit does not have
control. All inter-company balances and transactions have been eliminated. Pursuant to the revised Financial Accounting Standards
Board (“FASB”) Interpretation (“FIN") No. 46, “Consolidation of Variable Interest Entities,” IBG, Inc. would also consolidate any
Variable Interest Entities (“VIES") of which it isthe primary beneficiary. IBG, Inc. currently is not the primary beneficiary of any
such entities and therefore no VIEs are included in the consolidated financial statements.

Earnings Per Share

Earnings per share (“EPS") is computed in accordance with Statement of Financial Accounting Standards (“SFAS’) No. 128,
“Earnings Per Share.” Shares of Class A and Class B common stock share proportionately in the earnings of IBG, Inc. Basic earnings
per share are calculated utilizing net income available for common stockholders commencing from May 4, 2007, the date of the IPO,
and up until December 31, 2007, divided by the weighted average number of shares of Class A and Class B common stock
outstanding. Diluted earnings per share are calculated utilizing net income available for common stockholders divided by the weighted
average percentage of IBG LLC interests owned by IBG, Inc. during the period to arrive at an amount of net income that would be
available for common stockholders on afully-diluted basisif all member interestsin IBG LLC currently held by IBG HoldingsLLC
had been sold to IBG, Inc. and an equivalent number of shares of Common Stock had been issued by IBG, Inc.. Thisresulting net
income is divided by the weighted average total number of shares of Class A and Class B common stock that would be outstanding if
such atransaction had occurred, and includes shares of Common Stock issued and issuable under the 2007 ROI Unit Stock Plan and
shares of Common Stock issued under the 2007 Stock Incentive Plan (Note 12).
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Stock-Based Compensation

IBG, Inc. follows SFAS No. 123(R), “ Share-Based Payment,” to account for its stock-based compensation plans. SFAS
No. 123(R) isarevision of SFAS No. 123, “Accounting for Stock-Based Compensation,” and supersedes Accounting Principles
Board (“APB”) Opinion No. 25, “Accounting for Stock Issued to Employees’ and amends SFAS No. 95, “ Statement of Cash Flows.”
SFAS No. 123(R) requires all share-based payments to employees to be recognized in the financial statements using afair value-based
method. As aresult, IBG, Inc. expenses the fair value of stock granted to employees over the related vesting period.

Redeemable Members' Interests

Prior to the IPO, the Group’ s redeemable members’ interests represented member interestsin IBG LLC that were entitled to
share in the consolidated profits and losses of the Group. In connection with the Recapitalization, which is further described in Note 4,
all existing member interests in the Group were exchanged for interestsin IBG HoldingsLLC.

IBG LLC had applied guidance within Emerging Issues Task Force (“EITF") Topic D-98 “Classification and Measurement
of Redeemable Securities,” which requires securities or equity interests of a company whose redemption is outside the control of the
company to be classified outside of permanent capital in the statement of financial condition. Historically, the member interestsin
IBG LLC could be redeemed by the members at book value at their option. Because this redemption right was deemed to be outside of
its control, IBG LLC classified all members' capital outside of permanent capital as redeemable members’ interestsin the
consolidated statements of financial condition.

Prior to January 2, 2006, selected employees had been granted non-transferable fully vested member interestsin IBG LLC.
Grants issued before January 1, 2006 were accounted for pursuant to APB Opinion No. 25 and EITF Issue No. 00-23, “Issues Related
to the Accounting for Stock Compensation under APB Opinion No. 25 and FIN No. 44.” IBG LLC recorded a fixed dollar amount of
expense for member interest grants at the date of grant based on management’ s estimate of fair value, which is book value (as defined
inIBG LLC's"Agreement asto Member Interest Purchase Rights’). Member interests confer ownership rightsin IBG LLC and
entitle the holder to proportionate rights to future allocable profits and losses of IBG LLC. Under the terms of the agreement, member-
employees could only sell their interests back to IBG LLC at any time at book value. Member interest grants were initially accounted
for asliabilities until six months elapsed from the date of grant, at which time such liabilities were reclassified to redeemable
members' interests as members’ contributions.

The Group adopted the provisions of SFAS No. 123(R) as of January 1, 2006. The Group continued to account for all grants
of member interests granted subsequent to December 31, 2005 as liability awards.

Cash and Cash Equivalents

IBG, Inc. defines cash equivalents as short-term, highly liquid securities and cash deposits with original maturities of three
months or less, other than those used for trading purposes.

Cash and Securities— Segregated for Regulatory Purposes

Asaresult of customer activities, certain Operating Companies are obligated by rules mandated by their primary regulators
including the SEC and the Commodities Futures Trading Commission (“CFTC") in the United States, the Financial Services Authority
in the United Kingdom and the Investment Dealers Association in Canada to segregate or set aside cash or qualified securitiesto
satisfy such regulations, which regulations have been promulgated to protect customer assets. In addition, substantially all of the
Operating Companies are members of various clearing organizations at which cash or securities are deposited as required to conduct
day-to-day clearance activities.

Securities Borrowed and Securities Loaned

Securities borrowed and securities loaned are recorded at the amount of cash collateral advanced or received. Securities
borrowed transactions require IBG, Inc. to provide counterparties with collateral, which may be in the form of cash, letters of credit, or
other securities. With respect to securities loaned, IBG, Inc. receives collateral, which may be in the form of cash or other securitiesin
an amount generally in excess of the fair value of the securities loaned.

IBG, Inc. monitors the market value of securities borrowed and loaned on a daily basis, with additional collateral obtained or
refunded as required contractually. Receivables and payables with the same counterparty are not offset in the
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consolidated statements of financial condition. For these transactions, the fees received or paid by IBG, Inc. are recorded as interest
income or interest expense in the consolidated statements of income.

Securities Purchased Under Agreementsto Resell and Securities Sold Under Agreementsto Repurchase

Securities purchased under agreements to resell and securities sold under agreements to repurchase are treated as
collateralized financing transactions and are recorded at contract value, plus accrued interest, which approximates fair value.
IBG, Inc.’s policy isto obtain possession of collateral with afair value equal to or in excess of the principal amount loaned under
resale agreements. To ensure that the fair value of the underlying collateral remains sufficient, this collateral isvalued daily with
additional collateral obtained or excess collateral returned, as required under contractual provisions.

Financial I nstruments Owned and Sold But Not Yet Purchased

Stocks, government and corporate bonds, futures and options transactions are reported in the consolidated financial
statements on a trade date basis. Substantially all financial instruments owned and financial instruments sold but not yet purchased are
recorded at fair value based upon quoted market prices. All firm-owned financial instruments pledged to counterparties where the
counterparty has the right, by contract or custom, to sell or repledge the financial instruments are classified as financial instruments
owned and pledged as collateral in the consolidated statements of financial condition.

IBG, Inc. also enters into cross-currency swap transactions. These transactions, which are a so reported on a trade date basis,
are agreements to exchange a fixed amount of one currency for a specified amount of a second currency at the outset and at
completion of the swap term. Unrealized mark-to-market gains and |0sses on cross-currency swap transactions are reported as
components of financial instruments owned or financial instruments sold but not yet purchased in the consolidated statements of
financial condition. Net earnings or |osses are reported as components of interest income in the consolidated statements of income.

Customer Receivables and Payables

Customer securities transactions are recorded on a settlement date basis and customer commaodities transactions are recorded
on atrade date basis. Receivables from and payables to customers include amounts due on cash and margin transactions, including
futures contracts transacted on behalf of customers. Securities owned by customers, including those that collateralize margin loans or
other similar transactions, are not reported in the consolidated statements of financial condition. Amounts receivable from customers
that are determined by management to be uncollectible are written off to expense. Amounts that were written off to expense were
$1,798, $432 and $150 for the years ended December 31, 2007, 2006 and 2005, respectively.

Receivables from and Payables to Brokers, Dealers and Clearing Organizations

Receivables from brokers, dealers and clearing organizations include amounts receivable for securities not delivered by
IBG, Inc. to the purchaser by the settlement date (“fails to deliver”) and margin deposits. Payables to brokers, dealers and clearing
organizations include amounts payable for securities not received by IBG, Inc. from a seller by the settlement date (“failsto receive’).
Receivables and payables to brokers, deaers and clearing organizations also include amounts related to futures contracts executed on
behalf of customers aswell as net payables and receivables from unsettled trades.

I nvestments

IBG, Inc. makes certain strategic investments and accounts for these investments under the equity method of accounting.
Investments are accounted for under the equity method of accounting when IBG, Inc. has significant influence over the investee as
required under APB Opinion No. 18, “The Equity Method of Accounting for Investmentsin Common Stock.” Investments accounted
for under the equity method are recorded at the fair value amount of IBG, Inc.’sinvestment and adjusted each period for IBG, Inc.'s
share of the investee’' sincome or loss. IBG, Inc.’s share of the income or losses from equity investmentsis reported as a component of
other income in the consolidated statements of income and IBG, Inc.’s equity investments, which are included in other assetsin the
consolidated statements of financial condition, increase or decrease accordingly. Distributions received from equity investees are
recorded as reductions to the respective investment balance.

A judgmental aspect of accounting for investments is evaluating whether an other-than-temporary decline in the value of an
investment has been sustained. The evaluation of an other-than-temporary impairment is dependent on specific
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quantitative and qualitative factors and circumstances surrounding an investment, including recurring operating losses, credit defaults
and subsequent rounds of financing. As none of IBG, Inc.’s investments have readily determinable market values, the primary factor
considered by management in assessing if an other-than-temporary impairment of value has occurred is the financial condition of the
investee company. All investments are reviewed for changes in circumstances or occurrence of events that suggest IBG, Inc.’s
investment may not be recoverable. If an unrealized loss on any investment is considered to be other-than-temporary, the lossis
recognized in the period the determination is made, resulting in the investment being recorded at its then fair value.

IBG, Inc. also holds exchange memberships and investments in equity securities of certain exchanges as required to qualify
as a clearing member. Such investments are recorded at cost or, if an other-than-temporary impairment in value has occurred, at a
value that reflects management’ s estimate of the impairment, and are included in other assetsin the consolidated statements of
financial condition. Dividends are recognized as a component of other income as such dividends are received.

Property and Equipment

Property and equipment consist of purchased technology hardware and software, internally developed software, leasehold
improvements and office furniture and equipment. Property and equipment are recorded at historical cost, less accumulated
depreciation and amortization. Additions and improvements that extend the lives of assets are capitalized, while expenditures for
repairs and maintenance are expensed as incurred. Depreciation and amortization are computed using the straight-line method.
Equipment is depreciated over the estimated useful lives of the assets, while leasehold improvements are amortized over the lesser of
the estimated economic useful life of the asset or the term of the lease. Computer equipment is depreciated over three to five years and
office furniture and equipment are depreciated over five to seven years. Qualifying costs for internally developed software are
capitalized and amortized over the expected useful life of the devel oped software, not to exceed three years.

Comprehensive |ncome

Comprehensive income consists of two components: net income and other comprehensive income. Other comprehensive
income refers to revenues, expenses, gains and losses that are included in stockholders' equity (or in redeemable members' interests
prior to the IPO) but are excluded from net income. IBG, Inc.’s other comprehensive income is comprised of foreign currency
trang ation adjustments.

Thelocal currency is designated as the functional currency for IBG, Inc.’sinternational operating companies. Accordingly,
assets and liabilities are trandlated into U.S. dollars at period-end exchange rates, and revenues and expenses are translated at average
exchange rates prevailing during the period. Trans ation gains and losses from market making and electronic brokerage activities are
respectively included in trading gains and in other income in the accompanying consolidated statements of income. Adjustments that
result from translating amounts from a subsidiary’ s functional currency are reported as a component of stockholders’ equity (or in
redeemable members’ interests prior to the |PO).

Revenue Recognition

— Trading Gains

Trading gains and losses are recorded on trade date, and are reported on a net basis. Trading gains are comprised of changes
in the fair value of trading assets and liabilities (i.e., unrealized gains and losses) and realized gains and losses. Dividends are integral
to the valuation of stocks bought and sold and, accordingly, are reported on a net basis as a component of trading gainsin the
accompanying consolidated statements of income. Net dividends were $26,562, $(39,513) and $42,939 for the years ended
December 31, 2007, 2006 and 2005, respectively.

— Commissions and Execution Fees

Commissions charged for executing and clearing customer transactions are accrued on a trade date basis and are reported as
commissions and execution fees in the consolidated statements of income, and the related expenses are reported as execution and
clearing expenses, also on atrade date basis.

Income Taxes
IBG, Inc. accounts for income taxes in accordance with SFAS No. 109, “Accounting for Income Taxes,” which requires the

recognition of tax benefits or expenses on the temporary differences between the financia reporting and tax bases of assets and
liabilities, and FIN No. 48, “ Accounting for Uncertainty in Income Taxes — an interpretation of FASB
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Statement No. 109”. FIN No. 48, which was adopted as of January 1, 2007, clarifies the accounting for uncertainty of income tax
positions recognized in financial statementsin accordance with SFAS No. 109. FIN No. 48 prescribes a“more likely than not”
threshold and measurement attribute for recognition in the financial statements of an asset or liability resulting from atax position
taken or expected to be taken in an income tax return.

Timber Hill (U.K.) Limited, an indirect subsidiary of IBG LLC, (“THUK”) formerly conducted market making activity for
the Group in the United Kingdom (“U.K.”) and in Italy, but ceased operating in 2004. Due to the transfer of THUK' s operations from
the U.K. to Switzerland, its income for the period 2002 to 2004 was not taxable in the U.K., but was instead taxable in Switzerland.
Applying FIN No. 48, during 2007 IBG, Inc. recorded net refundable income taxes of $10,300, including net interest receivable of
$920, representing the net of amounts refundable by the U.K. Inland Revenue and payable to the Swiss tax authorities for such periods
asthe result of income taxes previously overpaid to the U.K. Inland Revenue. The income tax provision for the year ended
December 31, 2007 included IBG, Inc.’s proportionate share of these refundable income taxes.

The Group historically operated in the United States asa limited liability company that was treated as a partnership for U.S.
federal income tax purposes. Accordingly, the Group’s income was not subject to U.S. federal income taxes. Taxes related to income
earned by partnerships represent obligations of the individual partners. Income taxes shown in the Group’s historical consolidated
statements of income have been primarily attributable to taxes incurred in non-U.S. entities. State and local income taxes reported in
the consolidated statements of income represent taxes assessed by jurisdictions that do not recognize the Group’s limited liability
company status. Outside the United States, the Group principally operates through subsidiary corporations and is subject to local
income taxes. Foreign income taxes paid on dividends received are also reported as income taxes.

Subsequent to the | PO, income taxes have been provided for IBG, Inc.’s proportionate share of the Group’sincomethat is
subject to federal and state income taxes. IBG, Inc. recognizes interest related to income tax matters as interest income or expense and
penalties related to income tax matters as income tax expense.

Recently | ssued Accounting Pronouncements

In September 2006, the FASB issued SFAS No. 157, “Fair Value Measurements.” SFAS No. 157 defines fair value,
establishes a framework for measuring fair value and requires enhanced disclosures about fair value measurements. SFAS No. 157
requires companies to disclose the fair value of financial instruments according to afair value hierarchy (i.e, levels 1, 2, and 3, as
defined). Additionally, companies are required to provide enhanced disclosure regarding instrumentsin the level 3 category, including
areconciliation of the beginning and ending balances separately for each major category of assets and liabilities. SFAS No. 157 is
effective for financial statementsissued for fiscal years beginning after November 15, 2007 and for interim periods within those fiscal
years. Adoption of SFAS No. 157 as of January 1, 2008 is not expected to have a material effect on IBG, Inc.’s consolidated
statements of financial condition, income or cash flows.

In February 2007, the FASB issued SFAS No. 159, “The Fair Value Option for Financial Assets and Financial Liabilities,
including an amendment of FASB Statement No. 115.” SFAS No. 159 permits entities to choose, at specified election dates, to
measure many financial instruments and certain other items at fair value that are not currently required to be measured at fair value.
SFAS No. 159 is effective for financial statementsissued for an entity’sfirst fiscal year beginning after November 15, 2007. At
adoption of SFAS No. 159 as of January 1, 2008, the Company had no non-financial assets or liabilities subject to election under the
fair value option. Accordingly, adoption of SFAS No. 159 did not have a material effect on IBG, Inc.’s consolidated statements of
financial condition, income or cash flows.

In December 2007, the FASB issued SFAS No. 141(R), “Business Combinations.” SFAS No. 141(R) replaces SFAS
No. 141, mandating changes in the accounting for business combinations most notably that changes in purchase price alocations, if
made, are required to be applied retrospectively, whereas under SFAS No. 141, such changes were applied prospectively. SFAS
No. 141(R) is effective for an entity’ s fiscal year beginning after December 15, 2008, and early adoption is not permitted. Adoption of
SFAS No. 141(R) is not expected to have amaterial effect on IBG, Inc.’s consolidated statements of financial condition, income or
cash flows.

In December 2007, the FASB issued SFAS No. 160, “Noncontrolling Interests in Consolidated Financial Statements, an
amendment of ARB No. 51.” SFAS No. 160 requires non-controlling (“minority”) interests in areporting entity to be reported asa
component of the entity’ s stockholder’s equity. SFAS No. 160 is effective for an entity’ s fiscal year beginning after December 15,
2008, and early adoption is not permitted. Adoption of SFAS No. 160 is not expected to have a material effect on IBG, Inc.’s
consolidated statements of financial condition, income or cash flows.
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3. Trading Activities and Related Risks

IBG, Inc.’strading activities include providing securities market making and brokerage services. Trading activities expose
IBG, Inc. to market and credit risks. These risks are managed in accordance with established risk management policies and
procedures. To accomplish this, management has established a risk management process that includes:

e aregular review of the risk management process by executive management as part of its oversight role;
o defined risk management policies and procedures supported by a rigorous analytic framework; and

o articulated risk tolerance levels as defined by executive management that are regularly reviewed to ensure that IBG, Inc.’s
risk-taking is consistent with its business strategy, capital structure, and current and anticipated market conditions.

Market Risk

IBG, Inc. is exposed to various market risks. Exposures to market risks arise from equity price risk, foreign currency
exchange rate fluctuations and changes in interest rates.

IBG, Inc. seeks to mitigate market risk associated with trading inventories by employing hedging strategies that correlate
rate, price and spread movements of trading inventories and related financing and hedging activities. IBG, Inc. uses a combination of
cash instruments and exchange traded derivatives to hedge its market exposures. The following discussion describes the types of
market risk faced:

Equity Price Risk

Equity price risk arises from the possibility that equity security prices will fluctuate, affecting the value of equity securities
and other instruments that derive their value from a particular stock, a defined basket of stocks, or a stock index. IBG, Inc. is
subject to equity price risk primarily in securities owned and securities sold but not yet purchased. IBG, Inc. attemptsto limit
such risks by continuously reevaluating prices and by diversifying its portfolio across many different options, futures and
underlying securities and avoiding concentrations of positions based on the same underlying security.

Currency Risk

Currency risk arises from the possibility that fluctuations in foreign exchange rates will impact the value of financial
instruments. Exchange rate contracts include cross-currency swaps and currency futures contracts. Currency swaps are
agreements to exchange future payments in one currency for payments in another currency. These agreements are used to
effectively convert assets or liabilities denominated in different currencies. Currency futures are contracts for delayed
delivery of currency at a specified future date. IBG, Inc. uses currency swaps to manage the levels of its non-U.S. dollar
currency balances and currency cash and futures to hedge its global exposure.

Interest Rate Risk

Interest rate risk arises from the possibility that changesin interest rates will affect the value of financial instruments.
IBG, Inc. is exposed to interest rate risk on cash and margin balances, positions carried in equity securities, options and
futures and on its debt obligations. These risks are managed through investment policies and by entering into interest rate
futures contracts.

Credit Risk

IBG, Inc. is exposed to risk of lossif an individual, counterparty or issuer fails to perform its obligations under contractual
terms (“default risk”). Both cash instruments and derivatives expose IBG, Inc. to default risk. Credit risk islimited in that
substantially all of the contracts entered into are settled directly at securities and commodities clearing houses and a small portion is
settled through member firms and banks with substantial financial and operational resources. 1BG, Inc. has established policies and
procedures for mitigating credit risk on principal transactions, including reviewing and establishing limits for credit exposure,
maintaining collateral, and continually assessing the creditworthiness of counterparties.

In the normal course of business, IBG, Inc. executes, settles and finances various customer securities transactions. Execution
of these transactions includes the purchase and sale of securities by IBG, Inc. that exposes IBG, Inc. to default risk arising from the
potential that customers or counterparties may fail to satisfy their obligations. In these situations, IBG, Inc. may be required to
purchase or sell financia instruments at unfavorable market prices to satisfy obligations to customers or counterparties. IBG, Inc.
seeks to control the risks associated with its customer margin activities by requiring customers to
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maintain collateral in compliance with regulatory and internal guidelines.

Liabilitiesto other brokers and dealers related to unsettled transactions (i.e., securities failed-to-receive) are recorded at the
amount for which the securities were purchased, and are paid upon receipt of the securities from other brokers or dealers. In the case
of aged securities failed-to-receive, IBG, Inc. may purchase the underlying security in the market and seek reimbursement for any
losses from the counterparty.

For cash management purposes, IBG, Inc. enters into short-term securities purchased under agreements to resell and
securities sold under agreements to repurchase transactions (“repos’) in addition to securities borrowing and lending arrangements, all
of which may result in credit exposure in the event the counterparty to a transaction is unable to fulfill its contractual obligations. In
accordance with industry practice, repos are collateralized by securities with a market value in excess of the obligation under the
contract. Similarly, securities borrowed and loaned agreements are collateralized by deposits of cash. IBG, Inc. attempts to minimize
credit risk associated with these activities by monitoring collateral values on adaily basis and requiring additional collateral to be
deposited with or returned to IBG, Inc. when deemed necessary.

Concentrations of Credit Risk

IBG, Inc.’s exposure to credit risk associated with itstrading and other activities is measured on an individual counterparty
basis, aswell as by groups of counterparties that share similar attributes. Concentrations of credit risk can be affected by changesin
political, industry, or economic factors. To reduce the potential for risk concentration, credit limits are established and exposureis
monitored in light of changing counterparty and market conditions. As of December 31, 2007, the Company did not have any
concentrations of credit risk.

Off-Balance Sheet Risks

IBG, Inc. may be exposed to arisk of loss not reflected in the consolidated financial statements for certain derivative
instruments, including equity options and futures products and for securities sold, but not yet purchased, which represent obligations
of IBG, Inc. to deliver specified securities at contracted prices, which may create aliability to repurchase them in the market at
prevailing prices. Accordingly, these transactions result in off-balance sheet risk as IBG, Inc.’s cost to liquidate such securities,
options and futures contracts may exceed the amount reported in IBG, Inc.’s consolidated statements of financial condition.

4. Initial Public Offering and Recapitalization

On May 3, 2007, IBG, Inc. priced itsinitia public offering of shares of Common Stock. In connection with the PO,
IBG, Inc. purchased 10.0% of the membership interestsin IBG LLC from IBG Holdings LL C, became the sole managing member of
IBG LLC and began to consolidate IBG LLC’sfinancia resultsinto its financial statements. Such transactions are collectively
referred to herein as the “ Recapitalization.” IBG Holdings LLC wholly owns all Class B common stock, which common stock has
voting rightsin proportion to its ownership interestsin IBG LLC, approximately 89.7% as of December 31, 2007.

The consolidated financial statements reflect the historical results of operations and financial position of IBG, Inc., including
consolidation of itsinvestment in IBG LLC from and after May 4, 2007. Prior to May 4, 2007, the consolidated financial statements
included herein represent the consolidated financial statements of the Group. The historical consolidated financial statements do not
reflect what the financial position, results of operations or cash flows of IBG, Inc. or the Group would have been had these companies
been stand-alone public companies for the periods presented. Specifically, the historical financial statements of the Group do not give
effect to the following matters:

e the Recapitalization;

e U.S. corporate federal income taxes, since the Group operatesin the U.S. asalimited liability company that istreated as a
partnership for U.S. federal income tax purposes. Historically, the Group’s income was not subject to U.S. federal income
taxes. Taxes related to income earned by partnerships represent obligations of the individual partners. Prior to May 4, 2007,
income taxes reported on the consolidated statements of income were primarily attributable to taxes incurred by non-U.S.
entities. Outside the United States, the Group principally operates through subsidiary corporations and is subject to local
income taxes. Foreign income taxes paid on dividends received are al so reported as income taxes. Prior to May 4, 2007, state
and local income taxes reported in the consolidated statements of income represent taxes assessed by jurisdictions that do not
recognize the Group’s limited liability
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company status. Subsequent to the PO, the consolidated financial statements of IBG, Inc. include U.S. federal and state
income taxes on its allocable share of the taxable income of the Group, giving effect to the post-1PO structure; and

e minority interest reflecting IBG Holdings LLC’s ownership of approximately 89.7% of the IBG LLC membership interests
outstanding immediately after the IPO.

Initial Public Offering

On May 9, 2007, IBG, Inc. issued, at $30.01 per share, 40,000,000 shares (1,000,000,000 shares authorized) of its Common
Stock inaninitial public offering pursuant to the Registration Statement on Form S-1 (File No. 333-138955) (the “ Registration
Statement”). The aggregate gross proceeds from the | PO amounted to $1,200.4 million. Net proceeds of $1,177.9 million, after
placement agency fees, were paid to IBG Holdings LLC in exchange for a 10.0% interest in IBG LLC. Other offering expenses of
$5.5 million were paid by IBG LLC.

Recapitalization

Immediately prior to and immediately following the consummation of the IPO, IBG, Inc., IBG HoldingsLLC, IBG LLC and
the members of IBG LL C consummated a series of transactions collectively referred to herein as the “Recapitalization.” In connection
with the Recapitalization, IBG, Inc., IBG Holdings LLC and the historical members of IBG LLC entered into an exchange agreement,
dated as of May 3, 2007 (the “Exchange Agreement”), pursuant to which the historical members of IBG LLC received membership
interestsin IBG Holdings LLC in exchange for their membership interestsin IBG LLC. Additionally, IBG, Inc. became the sole
managing member of IBG LLC.

In connection with the consummation of the PO, IBG Holdings LL C used the net proceeds to redeem 10.0% of members’
interestsin IBG Holdings LLC in proportion to their interests. Immediately following the Recapitalization and PO, IBG Holdings
LLC owned approximately 90% of IBG LLC and 100% of IBG, Inc.’s Class B common stock, which has voting power in IBG, Inc.
proportionate to the extent of IBG Holdings LL C’'s ownership of IBG LLC.

The Exchange Agreement also provides for future redemptions of member interests and for the purchase of member interests
inIBG LLC by IBG, Inc. from IBG Holdings LLC, which is expected to result in IBG, Inc. acquiring the remaining member interests
inIBG LLC that it does not own. On an annual basis, holders of IBG Holdings LLC member interests will be able to request
redemption of such member interests over an eight (8) year period following the IPO; 12.5% annually for seven (7) years and 2.5% in
the eighth year. The primary manner in which the redemption price is expected to be paid is from the proceeds from sales of additional
shares of Common Stock. Three hundred sixty (360) million shares of authorized Common Stock have been reserved for such future
sales.

Asaresult of afederal income tax election made by IBG LLC applicable to the acquisition of IBG LLC member interests by
IBG, Inc. theincome tax basis of the assets of IBG LLC acquired by IBG, Inc. have been adjusted based on the amount paid for such
interests. A deferred tax asset of $380,785 was recorded as of the |PO date, to be amortized as additional deferred income tax expense
over 15 years. IBG, Inc. also entered into an agreement (the “ Tax Receivable Agreement”) with IBG Holdings LLC to pay IBG
Holdings LLC (for the benefit of the former members of IBG LLC) 85% of the tax savingsthat IBG, Inc. actually realizes as the result
of the tax basisincrease. As of the |PO date, a payable to IBG Holdings LL C of $323,668 was recorded by IBG, Inc. Amounts
payable under the Tax Receivable Agreement are subject to repayment to IBG Holdings LL C annually upon the filing of IBG, Inc.’s
federal income tax return. The remaining 15%, $57,117, has been accounted for as a permanent increase to additional paid-in capital
in the consolidated statement of financial condition.

Post-1PO Capital Structure

Upon consummation of the IPO and Recapitalization, IBG, Inc.’s equity capital structure includes Class A and Class B
common stock. All shares of common stock have a par value of $0.01 per share and have identical rightsto earnings and dividends
and in liquidation. As described previously in Note 2 and in this Note 4, Class B common stock has voting power in IBG, Inc.
proportionate to the extent of IBG Holdings LLC’s ownership of IBG LLC. At December 31, 2007, 1,000,000,000 shares of Class A
common stock are authorized, of which 43,270,823 shares have been issued and 40,143,760 shares are outstanding. Class B common
stock is comprised of 100 authorized shares, of which 100 shares are issued and outstanding. In addition, 10,000 shares of preferred
stock have been authorized, of which no shares are issued or outstanding as of December 31, 2007.
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Earnings per Share

Historical earnings per shareinformation is not applicable for reporting periods prior to the consummation of the IPO. Net
income available for common stockhol ders of $48,160 is the net income earned by IBG, Inc. onitsinterest in the Group for the period
from May 4, 2007 through December 31, 2007, net of the provision for income taxes for the periods.

The Company’s net income for the year ended December 31, 2007 consists of the following:

Year ended
December 31,
2007

Net income allocable to members of IBG LLC
(for the period January 1, 2007 through May 3, 2007) $ 252,332

Net income available for common stockholders
(for the period May 4, 2007 through December 31, 2007) 48,160

$ 300,492

The below table contains a reconciliation of net income before minority interest to net income available for common
stockholders:

Year ended
December 31,
2007

Income before income taxes $ 931,569
Income tax expense 63,037
Net income before minority interest 868,532
Net income allocable to members of IBG LLC (for the

period January 1, 2007 through May 3, 2007) (252,332)
Minority interest subsequent to May 3, 2007 (568,040)
Net income available for common stockholders (for the

period May 4, 2007 through December 31, 2007) $ 48,160

The calculation of basic and diluted earnings per share is described below:
Basic earnings per share are calculated utilizing net income available for common stockhol ders commencing from May 4,

2007, divided by the weighted average number of shares of Class A and Class B common stock outstanding from May 4, 2007
through December 31, 2007:
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Period from

May 4, 2007
through
December 31,
2007
Basic earnings per share:
Net income available for common stockholders $ 48,160
Weighted average shares of common stock outstanding:
ClassA 40,153,506
ClassB 100
40,153,606
Basic earnings per share $ 1.20

Diluted earnings per share are calculated utilizing net income available for common stockholders divided by the weighted
average percentage of IBG LLC interests owned by IBG, Inc. (approximately 10.3%) to arrive at an amount of net income that would
be available for common stockholders on afully-diluted basisif all member interestsin IBG LLC currently held by IBG Holdings
LLC had been sold to IBG, Inc. and an equivalent number of shares of Common Stock had been issued by IBG, Inc.. This resulting
net incomeis divided by the weighted average total number of shares of Class A and Class B common stock that would be outstanding
if such atransaction had occurred, and includes shares of Common Stock issued and issuable pursuant to the 2007 ROI Unit Stock
Plan and shares of Common Stock issued under the 2007 Stock Incentive Plan (Note 12).

Period from
May 4, 2007
through
December 31,
2007
Diluted earnings per share:
Net income available for common stockholders $ 467,304
Weighted average shares of common stock outstanding:
ClassA:
Issued and outstanding 40,153,506
Assumed issuance in exchange for remaining interestsin IBG LLC 360,000,000
Issuabl e pursuant to 2007 ROI Unit Stock Plan 1,174,238
ClassB 100
401,327,844
Diluted earnings per share $ 1.16

5. Financial Instruments Owned and Sold, But Not Yet Purchased, at Fair Value

Financial instruments owned and sold, but not yet purchased consisted of securities, at quoted market prices, asfollows at
December 31:
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2007 2006

Sold, But Not Sold, But Not

Owned Y et Purchased Owned Y et Purchased
Stocks $ 8594567 $ 6,247,069 $ 10,596,252 $ 9,761,798
Options 7,354,818 8,068,721 4,597,737 5,022,253
U.S. and foreign government obligations 727,453 — 494,362 —
Warrants 98,357 — 83,322 —
Corporate bonds 6,521 63 4,862 54
Discount certificates 75,797 — 41,040 1,408
Currency forward contracts — — 227 104

$ 16,857,513 $ 14315853 $ 15817,802 $ 14,785,617

6. Collateral

The Company entersinto securities borrowing and lending transactions and agreements to repurchase and resell securitiesto
finance trading inventory, to obtain securities for settlement and to earn residual interest rate spreads. In addition, the Company’s
customers pledge their securities owned to collateralize margin loans. Under these transactions, the Company either receives or
provides collateral, including equity, corporate debt and U.S. government securities. Under many agreements, the Company is
permitted to sell or repledge securities received as collateral and use these securities to secure repurchase agreements, enter into
securities lending transactions or deliver these securities to counterparties to cover short positions. At December 31, 2007 and 2006,
the fair value of securities received as collateral where the Company is permitted to sell or repledge the securities was approximately
$9.4 and $11.5 hillion, respectively, of which $7.0 and $10.4 billion, respectively, had been repledged or resold.

In the normal course of business, the Company pledges qualified securities with clearing organizations to satisfy daily margin
and clearing fund requirements. At December 31, 2007, substantially all government obligations owned were pledged to clearing
organizations.

Financial instruments owned and pledged, where the counterparty has the right to repledge, at December 31, 2007and 2006
consisted of the following:

2007 2006
Stocks $ 5111447 $ 7,837,561
U.S. and foreign government obligations 727,453 494,362

$ 5838900 $ 8,331,923

7. Investments

The Company’ s investment in Boston Options Exchange, LLC (“BOX"), which is accounted for under the equity method of
accounting, had a carrying value of $6,867 and $5,054 as of December 31, 2007 and 2006, respectively. Income earned from
transactions executed through BOX of $959, $1,824 and $2,469 for the years ended December 31, 2007, 2006, and 2005, respectively,
isreported as market maker incentives, a component of other income (Note 11). BOX exchange fees for the years ended
December 31, 2007, 2006 and 2005 were $4,182, $7,766 and $6,889, respectively, and are included in execution and clearing
expenses in the consolidated statements of income. As of December 31, 2007 and 2006, receivables from BOX were $108 and $232,
respectively, and exchange fees payable to BOX were $880 and $1,112, respectively. These amounts are included in other assets and
in accounts payable, accrued expenses and other liabilities, respectively, in the consolidated statements of financial condition.

In 2006 strategic investments totaling $29,250 were made in electronic trading exchanges OneChicago LLC, | SE Stock
Exchange, LLC and CBOE Stock Exchange, LLC. These investments are accounted for under the equity method of accounting. As
of December 31, 2007, the carrying value of the Company’s investments in these three exchanges were $17,864, $3,170 and $4,916,
respectively. Asof December 31, 2006, the carrying value of these investments were $19,083, $3,980 and $5,000, respectively.

In December 2006, $10 million was loaned to W.R. Hambrecht + Co., Inc. (“Hambrecht”) under a senior secured promissory
note at the rate of 15% maturing on January 23, 2007, which maturity was subsequently extended to February 5,
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2007. This promissory note was reported at par in the consolidated statement of financial condition as of December 31, 2006. On
February 5, 2007, as the promissory note matured, the Group exercised its option, included in the note, to reduce the interest rate to
6% in exchange for warrants to purchase Series C common stock of Hambrecht at $0.01 per share representing 4.01% of the fully
diluted common shares of Hambrecht’ s capital stock.

On February 5, 2007, the Group exchanged the matured promissory note for athree-year senior secured promissory note
(2007 Note") increasing the total loaned to Hambrecht to $16 million, and received warrants to purchase Series C common stock of
Hambrecht at $0.01 per share representing 16.00% of the fully diluted common shares of Hambrecht's capital stock and two seatson
Hambrecht’ s board of directors. On March 29, 2007, the Group loaned an additional $3.2 million to Hambrecht under this note and
received warrants to purchase Series C common stock of Hambrecht at $0.01 per share representing an additiona 5.47% of the fully
diluted common shares of Hambrecht’ s capital stock. The 2007 Note bears interest at a rate of 8% and the loans mature on
February 5, 2010 and March 29, 2010, respectively, subject to redemption by Hambrecht at any time and by the Group in the event of
afundamental change in Hambrecht, as defined in the 2007 Note agreements. As of December 31, 2007, the Company held an
aggregate interest in Hambrecht warrants equivalent to 25.86% of Hambrecht. Thisinvestment in Hambrecht warrants, which is
accounted for under the equity method of accounting, had a carrying value of $2,939 at December 31, 2007.

8. Short-Term Borrowings

Short-term borrowings consist primarily of collateralized borrowing facilities with clearing banks in multiple currencies that
bear interest at fluctuating overnight rates based on interbank funds rates prevailing in the respective currencies. In addition, the
Group has available secured and unsecured overnight bank loan facilities. All short-term borrowings outstanding at December 31,
2007 and 2006 were either repaid on the next business day or rolled forward and, accordingly, their carrying values approximated their
fair values.

As of December 31, 2007 and 2006, short-term borrowings consisted of ;

2007 2006
Weighted Weighted
Average Average
Principal Rates Principal Rates
Overnight borrowing facilities $ 1,067,098 266%$ 1,137,752 4.69%
Unsecured bank loans 197,238 5.29% 147,320 4.44%
Secured bank loans 151,389 4.45% — n/a
Foreign currency sold — n/a 11,837 n/a
$ 1,415,725 $ 1,296,909

Interest expense on short term borrowings for each of the three years ended December 31, 2007, 2006 and 2005 was $40,345,
$29,768 and $11,537, respectively.

9. Senior Notes Payable

At December 31, 2007 and 2006, IBG LLC had $160,456 and $150,598, respectively, of 7% senior notes outstanding, which
were privately placed to certain qualified customersof IB LLC. All of the senior notes outstanding at December 31, 2007 have either
a 15-month or an 18-month maturity. IBG LLC may, solely at its option, redeem the senior notes at any time on or after a specified
date in the third month or the sixth month, respectively, after the date on which the senior notes are issued and sold (the “ Optional
Redemption Date”), at a redemption price equal to 100% of the principal amount of the senior notes to be redeemed plus accrued
interest. Historically, IBG LLC has redeemed these senior notes at their Optional Redemption Dates. The carrying value of the senior
notes approximates their fair value since they are short-term in nature. I1n 2007 and 2006, IBG LLC redeemed $448,888 and $526,530
of senior notes, which included $150,598 and $164,666 of senior notes issued in 2006 and 2005, respectively. During the period from
January 1 through March 14, 2008, total senior notes issued were $84,289, and senior notes issued in 2007 which were redeemed
totaled $76,252, respectively. Interest expense on senior notes was $10,762, $13,159 and $11,558 for the years ended December 31,
2007, 2006 and 2005, respectively.
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10. Senior Secured Credit Facility

In May 2006, the Group entered into a 3-year $300 million revolving credit facility with a syndicate of banks, under which
facility $300 million and $150 million was outstanding at December 31, 2007 and 2006, respectively. Asof December 31, 2007, the
interest rate on $150 million of this facility, indexed to LIBOR, was 5.43%, and the interest rate on the remaining $150 million,
indexed to the overnight Fed Funds rate, was 5.025%. Subsequent to December 31, 2007, at its option, IBG LLC elected to index the
entire facility to the overnight Fed Fundsrate. The carrying value of the senior secured credit facility approximatesits fair value since
borrowings under the facility could be paid down at any time from available funds, making such borrowings short-term in nature. The
facility is secured by afirst priority interest in all of the capital stock of each entity owned directly by IBG LLC (subject to customary
limitations with respect to foreign subsidiaries), and loans and advances to, and other intercompany obligations owed by, each entity
owned directly or indirectly by IBG LLC.

The financial covenants on the Group under the terms of the senior secured credit facility are:

e minimum net worth (redeemable members’ interests) of $1.5 billion, with quarterly increases equal to 25% of positive
consolidated net income;

e maximum total debt to capitalization (including redeemable members’ interests) ratio of 30%;

e minimum liquidity (unencumbered marketable securities and other liquid financial assets divided by unsecured short-term
(maturities of less than one year) liabilities) ratio of 1.0 to 1.0; and
e maximum total debt to net consolidated regulatory capital ratio of 35%.

Interest expense on the senior secured credit facility for the years ended December 31, 2007 and 2006 was $11,363 and
$5,712, respectively, which includes commitment fees on the facility. Asof December 31, 2007, the Group was in compliance with
all of the covenants under this credit facility.

11. Other Income

The components of other income for years ended December 31 2007, 2006 and 2005 are:

2007 2006 2005
Payments for order flow $ 6169 $ 60189 $ 19,987
Market data fees 12,561 9,036 6,061
Market maker incentives 7,372 4,133 7,994
Gains on restricted securities 5,001 6,603 15,669
(Loss) income from equity investments (1,904) (337) 1,312
Other, net 7,284 5,614 2,369

$ 92009 $ 85238 $ 53392

Payments for order flow are earned from various options exchanges based upon options trading volume originated by the
Operating Companies. Market data fees are charged to customers based upon market data services provided. Various exchanges pay
the Company market maker incentives for its market making efforts on those exchanges. Gains on restricted securities are primarily
generated when the Company has investments in securities on which there are restrictions from trading. Such securities are valued at
cost until such time as the trading restrictions lapse and such securities become freely tradable, at which time the securities are marked
to market.

12. Defined Contribution and Employee I ncentive Plans
Defined Contribution Plan

The Group offers substantially all employees of U.S.-based Operating Companies who have met minimum service
requirements the opportunity to participate in defined contribution retirement plans qualifying under the provisions of Section 401
(k) of the Internal Revenue Code. The general purpose of this plan is to provide employees with an incentive to make regular savings
in order to provide additional financia security during retirement. This plan provides for the Group to match 50% of the employees
pre-tax contribution, up to a maximum of 10% of eligible earnings. The employeeis vested in the matching contribution
incrementally over six years. Included in employee compensation and benefits expenses in the
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consolidated statements of income are $1,519, $1,203 and $1,172 of plan contributions for the years ended December 31, 2007, 2006
and 2005, respectively.

Return on I nvestment Dollar Units (“ ROI Dollar Units’)

From 1998 through January 1, 2006, IBG LLC granted all non-member employees ROI Dollar Units, which are redeemable
under the amended provisions of the plan, and in accordance with regulations issued by the Internal Revenue Service (Section 409A of
the Internal Revenue Code). Upon redemption, the grantee is entitled to accumulated earnings on the face value of the certificate, but
not the actual face value. For grants made in 1998 and 1999, grantees may redeem the ROI Dollar Units after vesting on the fifth
anniversary of the date of their grant and prior to the tenth anniversary of the date of their grant. For grants made between January 1,
2000 and January 1, 2005, grantees must elect to redeem the ROI Dollar Units upon the fifth, seventh or tenth anniversary date. These
ROI Doallar Units will vest upon the fifth anniversary of the date of their grant and will continue to accumulate earnings until the
€elected redemption date. For grants made on or after January 1, 2006, all ROI Dollar Units shall vest on the fifth anniversary date of
their grant and will be automatically redeemed. Subsequent to the PO, no additional ROI Dollar Units have been or will be granted,
and non-cash compensation to employees will consist primarily of grants of shares of Common Stock as described below under “ 2007
Stock Incentive Plan.”

As of December 31, 2007 and 2006, payables to employees for ROI Dollar Units were $21,710 and $39,644, respectively, of
which $7,019 and $14,003, respectively, were vested. These amounts are included in accounts payable, accrued expenses and other
liabilities in the consolidated statements of financial condition. Compensation expense for the ROI Dollar Unit plan, included in the
consolidated statement of income, was $8,368, $15,623 and $10,304 for the years ended December 31, 2007, 2006 and 2005,
respectively.

2007 ROI Unit Stock Plan

In connection with the IPO, IBG, Inc. adopted the Interactive Brokers Group, Inc. 2007 ROI Unit Stock Plan (the “ROI Unit
Stock Plan™). Under this plan, certain employees of the Group who held ROI Dollar Units, at the employee’ s option, elected to invest
their ROI Dollar Unit accumulated earnings as of December 31, 2006 in shares of Common Stock. An aggregate of 1,271,009 shares
of Common Stock (consisting of 1,250,000 shares issued under the ROI Unit Stock Plan and 21,009 shares under the 2007 Stock
Incentive Plan, as described below), with afair value at the date of grant of $38,143, were issued to IBG LLC, to be held as Treasury
stock, and were distributed or are distributable to employees in accordance with the following schedul e, subject to the conditions
bel ow:

e 10% on the date of the IPO (or on the first anniversary of the IPO, in the case of U.S. ROI Unit holders who made the above-
referenced elections after December 31, 2006); and

e an additional 15% on each of the first six anniversaries of the date of the |PO (or on each of the next six anniversaries of the
date of the IPQ, in the case of U.S. ROI Unit holders who made the above-referenced elections after December 31, 2006),
assuming continued employment with IBG, Inc. and compliance with other applicable covenants.

Of the fair value at the date of grant, $17,806 represented the accumulated ROI Dollar Unit value elected to be invested by
employees in Common Stock and such amount was accrued for as of December 31, 2006. The remainder will be ratably accrued as
compensation expense by the Group from the date of the PO over the requisite service period represented by the af orementioned
distribution schedule. Compensation expense for the 2007 ROI Unit Stock Plan and related grants under the 2007 Stock Incentive
Plan, net of the effect of forfeitures, included in the consolidated statement of income subsequent to the PO through December 31,
2007 was $1,484.

2007 Stock Incentive Plan

Under the Interactive Brokers Group, Inc. 2007 Stock Incentive Plan (the “ Stock Incentive Plan”), up to 9.2 million shares of
Common Stock may be granted and issued to directors, officers, employees, contractors and consultants of IBG, Inc. and its
subsidiaries. The purpose of the Stock Incentive Plan isto promote IBG, Inc.’s long-term financial success by attracting, retaining and
rewarding eligible participants.

The Stock Incentive Plan is administered by the Compensation Committee of IBG, Inc.’s Board of Directors. The
Compensation Committee has discretionary authority to determine which employees are eligible to participate in the Stock
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Incentive Plan. The Compensation Committee establishes the terms and conditions of the awards under the Stock Incentive Plan,
including the number of awards offered to each employee and all other terms and conditions applicable to such awards in individual
grant agreements. Awards are expected to be made primarily through grants of Common Stock. The Stock Incentive Plan will
provide that awards will be subject to issuance over time and may be forfeited upon an employee’ s termination of employment or
violation of certain applicable covenants prior to issuance, unless determined otherwise by the Compensation Committee.

The Stock Incentive Plan provides that, upon a change in control, the Compensation Committee may, at its discretion, fully
vest any granted but unissued shares of Common Stock awarded under the Stock Incentive Plan, or provide that any such granted but
unissued shares of Common Stock will be honored or assumed, or new rights substituted therefore by the new employer on a
substantially similar basis and on terms and conditions substantially comparable to those of the Stock Incentive Plan.

IBG, Inc. granted awards of 927,943 shares of Common Stock, with afair value at the date of grant of $27,847, in connection
with the IPO and is expected to continue to grant awards on or about January 1 of each year following the | PO, to eligible employees
as part of an overall plan of equity compensation. The shares of Common Stock granted at the time of the IPO were issued to IBG
LLC, to be held as Treasury Stock, and were distributed or will be distributable to employees in accordance with the following
schedule:

e 10% on the date of the IPO; and

e anadditional 15% on each of the first six anniversaries of the date of the PO, assuming continued employment with
IBG, Inc. and compliance with non-competition and other applicable covenants.

Of the fair value at the date of grant, $14,674 represented compensation accrued as of December 31, 2006 to former members
of IBG LLC, with the remainder to be ratably accrued as compensation expense by the Group from the date of the IPO over the
requisite service period represented by the aforementioned distribution schedule.

On the date of the IPO, 187,953 shares, valued at $5,640, were distributed to employees. During the third quarter of 2007,
45,857 shares valued at $1,376 were purchased by IBG, Inc. from employees in connection with those employees’ electionsto sell a
portion of their shares in order to meet their personal income tax obligations incurred as aresult of share distributions. Shares
purchased have been recorded as Treasury Stock.

On July 31, 2007 the Company granted an additional 16,665 shares of Common Stock to certain employees, with afair value
at the date of grant of $404. 10% of these shares were distributed to the employees during the 4™ quarter of 2007 with the remaining
shares to be distributed on the following six anniversaries of the IPO with other Stock Incentive Plan grants made during 2007 under
the aforementioned distribution schedule.

Compensation expense for grants made during 2007 under the Stock Incentive Plan, net of the effect of forfeitures, included
in the consolidated statement of income subsequent to the PO through December 31, 2007 was $637.

Estimated future grants under the Stock Incentive Plan will be accrued for ratably during each year under the SFAS No. 123
(R) “Graded Vesting” method. Compensation expense recognized in the consolidated statement of income for the year ended
December 31, 2007, including amounts accrued under pre-1PO incentive plan formulas, for grants awarded on January 1, 2008, was
$11,143. Of thisamount, $1,675 was recorded subsequent to the IPO through December 31, 2007.

For the year ended December 31, 2007, the Company granted awards with afair value at the date of grant of $32,876.

1,055,206 shares of Common Stock were issued to IBG LLC as of December 31, 2007. These shares of Common Stock are being
held as Treasury Stock, and will be distributed to employeesin accordance with the following schedule:

e 10% on the anniversary of the IPO; and

e anadditiona 15% on each of the next six anniversaries of the date of the PO, assuming continued employment with
IBG, Inc. and compliance with non-competition and other applicable covenants.

Shares granted under the 2007 ROI Unit Stock Plan and the Stock Incentive Plan are subject to forfeiture in the event an
employee ceases employment with the Company. The plans provide that employees who discontinue employment with the Company
without cause and continue to meet the terms of the plans' post-employment provisions will forfeit 50% of
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unvested previously granted shares unless the employee is over the age of 59, in which case the employee would be eligible to receive
100% of unvested shares previously granted. Distributions of remaining shares to former employees will occur on the anniversary of
the 1PO following the discontinuation of employment over afive (5) year vesting schedule, 12.5% in each of the first four years and
50% in the fifth year.

Thefollowing is asummary of Stock Plan activity for the period from May 4, 2007 through December 31, 2007:

2007 Stock 2007 ROI Unit
Incentive Plan Stock Plan
Shares Shares
Balance, May 3, 2007 — _
Granted, including 2007 year-end grants 2,020,823 1,250,000
Forfeited by employees (9,816) (2,714)
Distributed to employees (94,263) (95,354)
Balance, December 31, 2007 1,916,744 1,151,932

Redeemable Members' Interests

Prior to January 2, 2006, selected employees had been granted non-transferable member interestsin IBG LLC, which
conferred ownership rightsin IBG LLC and entitled the holders to their proportionate share of the consolidated profits and losses of
IBG LLC based on their holding percentages beginning on the date of the grant.

As more fully described in Note 4, in connection with the Recapitalization and the Exchange Agreement, the historical
members of IBG LLC received membership interestsin IBG Holdings LLC in exchange for their membership interestsin IBG LLC
and, in connection with the consummation of the IPO, IBG Holdings LL C used the net proceeds to redeem 10% of members' interests
in IBG Holdings LLC in proportion to their interests. The Exchange Agreement also provides for future redemptions of member
interests and for the purchase of member interestsin IBG LLC by IBG, Inc. from IBG Holdings LLC, which is expected to result in
IBG, Inc. acquiring the remaining member interestsin IBG LLC that it does not own.

The “Agreement as to Member Interest Purchase Rights’ (the “ Agreement”) historically gave IBG LLC theright to
repurchase any member’ s interests at its discretion at any time which, in particular, was triggered by the termination of employment of
amember-employee, and also permitted members to sell their interests back to IBG LLC at any time, in every case for an amount
equal to management’s estimate of fair value, which is book value as defined in the Agreement. Because IBG LLC placesahigh
value on the retention of its key employees, payment for a portion of redeemed interests was contingent on a post-redemption
consulting services requirement that, among other conditions, required that a member-employee not compete with IBG LLC in any
area of its businesses for five years following the date of redemption. In order to enforce these terms, payment for one-half of the
redeemed interests was, under normal conditions, made within five months after the redemption date. Payment for the remaining one-
half of the redeemed interests was made five years hence, subject to satisfaction of the consulting services and non-compete provisions
of the Agreement. IBG LLC had recognized compensation expense equal to the granted interest by the time of grant. 1f and when the
terms of the five-year consulting and non-compete period were satisfied, IBG LLC recorded a distribution of redeemable members
interests at such time as the remaining payment was made to the member-employee. Should any portion of a member-employee’s
interests be forfeited, such forfeited member interests would be redistributed among the remaining members in proportion to their
holding percentages.

13. Income Taxes

Income tax expense for the year ended December 31, 2007 differs from the U.S. federal statutory rate (35% for each of the
three years ended December 31, 2007) due to the differing effective tax ratesin foreign, state and local jurisdictions where certain
operating companies are subject to corporate taxation. Income tax expense for the years ended December 31, 2006 and 2005 differs
from the U.S. Federal statutory rate primarily due to IBG LLC's status as a limited liability company, which qualifiesit asa
partnership for Federal income tax purposes. Therefore, no Federal income taxes are recognized by the Group, as described in Note 2.

Subsequent to May 4, 2007, income tax expense reflects the combined effective tax rates where the company is subject to
corporate taxation. Prior to May 4, 2007, income tax expense reflects effective tax rates in foreign state and local jurisdictions where
certain Operating Companies are subject to corporate taxation.
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Deferred income taxes arise due to the amortization of the deferred tax asset recognized in connection with the IPO (Note 4),
mark to market and lower of cost or market valuation of THE' s financia assets and liabilities and temporary differences arising from
the deductibility of compensation and depreciation expenses in different time periods for book and tax return purposes. For the three
years ended December 31, 2007, 2006 and 2005, the provision for income taxes consisted of:

2007 2006 2005
Current:

Federal $ 5133 $ — 3 —
State and local 824 871 710
Foreign 50,001 27,108 16,000
Total current 55,958 27,979 16,710

Deferred:
Federal 11,372 — —
State and local — — —
Foreign (4,293) (587) 17,068
Total deferred 7,079 (587) 17,068
$ 63,037 $ 27,392 $ 33,778

A reconciliation of the statutory U.S. Federal income tax rate of 35% to the Group’s effective tax rate is set forth below:

2007 2006 2005
U.S. Statutory Tax Rate 35.0% 35.0% 35.0%
Rate benefit attributable to minority interest -21.3% — —
State, local and foreign taxes, net of federal benefit 2.6% 3.6% 5.9%
Rate benefit as alimited liability company prior to PO -9.5% -35.0% -35.0%
6.8% 3.6% 5.9%

Significant components of the Company’s deferred tax assets (liabilities), which are respectively reported in other assets and
in accounts payable, accrued expenses and other liabilitiesin the consolidated statements of financial condition, as of December 31,
2007 and 2006 were as follows:

2007 2006
Deferred tax assets:
Deferred tax asset arising from |PO $ 369,748 $ —
Deferred compensation 818 —
Other 393 —
Total deferred tax assets $ 370959 $ —
Deferred tax liabilities:
Foreign, primarily THE $ (29429) $ (33,392)
Other (2,600) —
Tota deferred tax liabilities (32,039) (33,392)
Net deferred tax assets (liabilities) $ 338930 $ (33,392)

Asof and for the year ended December 31, 2007, the Company had no unrecognized tax liabilities as defined under FIN
No. 48. U.S. entities are subject to tax jurisdiction audits for the years 2004 through 2007. Foreign entities' income tax returns are
generally accepted when filed, but the previous two years (2006 and 2007) are subject to audit.

14. Property and Equipment

Property and equipment which are included in other assets in the consolidated statements of financial condition and are
comprised of leasehold improvements, computer hardware, software developed for the Group’ s internal use and office
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furniture and equipment, at December 31 consisted of:

2007 2006
L easehold improvements $ 7,083 $ 7,836
Computer equipment 13,086 8,762
Internally developed software 51,238 217,657
Office furniture and equipment 5,387 4,507
76,794 48,762
Less - accumulated depreciation and amortization (41,322) (27,284)
Property and equipment , net $ 35472 $ 21478

Depreciation and amortization of $12,068, $11,522 and $10,888 for the years ended December 31, 2007, 2006 and 2005,
respectively, isincluded in occupancy, depreciation and amortization expenses in the consolidated statements of income.

15. Commitments, Contingencies and Guarantees
Litigation

IBG, Inc. is subject to certain pending and threatened legal actions which arise out of the normal course of business.
Litigation isinherently unpredictable, particularly in proceedings where claimants seek substantial or indeterminate damages, or
which arein their early stages. IBG, Inc. cannot predict with certainty the actual loss or range of loss related to such legal proceedings,
the manner in which they will be resolved, the timing of final resolution or the ultimate settlement. Consequently, IBG, Inc. cannot
estimate losses or ranges of osses related to such legal matters, even in instances where it is reasonably possible that a future loss will
beincurred.

On January 14, 2008, the Company was named as a defendant in a purported shareholder class action lawsuit alleging that the
Company violated Sections 11 and 12(a)(2) of the Securities Act by issuing a Registration Statement and Prospectusin connection
with itsinitial public offering that contained false and misleading statements or omitted material facts concerning losses suffered by
the Company in connection with trading in options of Altana AG on the German stock market. A lead plaintiff was appointed on
March 14, 2008, and an amended complaint was served on or about March 24, 2008. The amended complaint adds the Company’s
founder and chief executive officer, Thomas Peterffy, as a defendant. The amended complaint asserts claims against the Company
under Sections 11 and 12(a)(2) of the Securities Act, and against Mr. Peterffy under Sections 11 and 15 of the Securities Act, based on
the allegations that the Registration Statement failed to disclose $25 million in trading losses in the first quarter of 2007 that resulted
from unusually high volume in advance of certain corporate announcements as well as the alleged failure to disclose the losses in
trading options of Altana AG. Defendants believe the action is without merit and intend to defend themselves vigorously. In the
opinion of management, after consultation with counsel, the resolution of this matter and all other ongoing legal proceedings will not
have a material adverse effect on the consolidated financial condition, results of operations or cash flows of IBG, Inc. IBG, Inc.
accounts for potential losses related to litigation in accordance with SFAS No. 5 “ Accounting for Contingencies.”

As of December 31, 2007 and December 31, 2006, reserves provided for potential losses related to litigation matters were not
material.

Leases

Operating Companies have non-cancel able operating leases covering office space. All but one of the office space leases are
subject to escalation clauses based on specified costs incurred by the respective landlords and contain renewal elections. Rent expense
caculated on a straight-line basis for the Group was $7,326, $6,156 and $5,457 for the years ended December 31, 2007, 2006 and
2005, respectively, and is reported in occupancy, depreciation and amortization expenses in the consolidated statements of income. In
November 2005, the |eases on the primary U.S. office space for the Group and its affiliates were renegotiated through January 2014,
with renewal options through January 2026. As of December 31, 2007, the Group’s minimum annual |ease commitments are as
follows:

Y ear

2008 $ 8,600
2009 7,453
2010 7,057
2011 7,173
2012 6,886
Thereafter 12,273

$ 49442
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Guarantees

Certain of the Operating Companies provide guarantees to securities clearing houses and exchanges which meet the
accounting definition of aguarantee under FIN No. 45, “ Guarantor’ s Accounting and Disclosure Requirements for Guarantees,
Including Indirect Guarantees of Indebtedness of Others.” Under the standard membership agreement, members are required to
guarantee collectively the performance of other members. Under the agreements, if another member becomes unable to satisfy its
obligations to the clearinghouse, other members would be required to meet shortfalls. In the opinion of management, the Operating
Companies' liability under these arrangements is not quantifiable and could exceed the cash and securities they have posted as
collateral. However, the potential for these Operating Companies to be required to make payments under these arrangementsis
remote. Accordingly, no contingent liability is carried on the consolidated statements of financial condition for these arrangements.

In connection with itsretail brokerage business, IB LLC performs securities and commaodities execution, clearance and
settlement on behalf of its customers for whom it commits to settle trades submitted by such customers with the respective clearing
houses. If acustomer failsto fulfill its obligation, IB LLC must fulfill the customer’s obligation with the trade counterparty. No
contingent liability is carried on the consolidated statements of financial condition for such customer obligations.

IB LLC isfully secured by assetsin customers accounts and any proceeds received from securities and commaodities
transactions entered into by 1B LLC on behalf of customers. No contingent liability is carried on the consolidated statements of
financial condition for these fully collateralized transactions.

Other Commitments

Certain clearing houses and clearing banks and firms used by certain Operating Companies are given a security interest in
certain assets of those Operating Companies held by those clearing organizations. These assets may be applied to satisfy the
obligations of those Operating Companies to the respective clearing organizations.

16. Segment and Geogr aphic I nfor mation

IBG, Inc. operates in two business segments, market making and electronic brokerage. IBG, Inc. conducts its market making
business through its Timber Hill subsidiaries on the world’s leading exchanges and market centers, primarily in exchange-traded
equities, equity options and equity-index options and futures. IBG, Inc. conducts its el ectronic brokerage business through its
Interactive Brokers subsidiaries, which provide electronic execution and clearing services to customers worldwide.

There are significant transactions and bal ances between the Operating Companies, primarily as a result of certain Operating
Companies holding exchange or clearing organization memberships, which are utilized to provide execution and clearing servicesto
affiliates. Intra-segment and intra-region income and expenses and related balances have been eliminated in this segment and
geographic information in order to accurately reflect the external business conducted in each segment or geographical region. Rates on
transactions between segments are designed to approximate full costs. Corporate items include non-allocated corporate income and
expenses that are not attributed to segments for performance measurement, corporate assets and eliminations.

Management believes that the following information by business segment provides a reasonabl e representation of each

segment’ s contribution to total net revenues, income before income taxes and minority interest for the three years ended December 31,
2007 and to total assets as of December 31, 2007 and 2006 were:

87




Year ended December 31,

2007 2006 2005
Net revenues:
Market making $1,031,168 $ 954,729 $ 738,412
Electronic brokerage 425,142 298,390 185,354
Corporate and eliminations 11,852 (710) 5,342
Total net revenues $ 1,468,162 $1,252,409 $ 929,108
Income beforeincome taxes:
Market making $ 719,771 $ 662,823 $ 505,258
Electronic brokerage 197,871 98,612 59,317
Corporate and eliminations 13,927 126 4,723
Total income before income taxes and minority interest $ 0931569 $ 761,561 $ 569,298

December 31, December 31,

2007 2006
Segment assets:
Market making $ 26,914,815 $ 28,007,880
Electronic brokerage 8,935,387 4,761,244
Corporate and eliminations (1,308,116) (688,606)
Total assets $ 34,542,086 $ 32,080,518

IBG, Inc. operates its automated global businessin U.S. and international markets on more than 70 exchanges and market
centers. A significant portion of IBG, Inc.’s net revenues are generated by consolidated subsidiaries operating outside the United
States. International operations are comprised of market making and electronic brokerage activitiesin 25 countriesin Europe, Asia
and North America (outside the United States). The following table presents total net revenues and income before income taxes and
minority interest by geographic area for the three years ended December 31, 2007:

Year Ended December 31,

2007 2006 2005
Net revenues:

United States $ 994,847 $ 986,720 $ 615,223
International 462,643 264,991 308,714
Corporate and eliminations 10,672 698 5171
Total net revenues $1,468,162 $1,252,409 $ 929,108

Income beforeincome taxes:
United States $ 642665 $ 642,644 $ 363,880
International 276,164 117,460 200,852
Corporate and eliminations 12,740 1,457 4,566
Total income before income taxes and minority interest $ 931569 $ 761,561 $ 569,298

17. Regulatory Requirements

At December 31, 2007, aggregate excess net capital for all of the Operating Companies was $2,044,630.

TH LLC and IB LLC are subject to the Uniform Net Capital Rule (Rule 15¢3-1) under the Exchange Act and the CFTC's
minimum financial requirements (Regulation 1.17). At December 31, 2007, TH LLC had net capital of $882,283, which was $866,025
in excess of required net capital of $16,258, and IB LLC had net capital of $427,311, which was $366,937 in excess of required net
capital of $60,374.

THE is subject to the Swiss National Bank eligible equity requirement. At December 31, 2007, THE had eligible equity of
$929,627, which was $616,670 in excess of the minimum requirement of $312,957.
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THSHK is subject to the Hong Kong Securities Futures Commission liquid capital requirement, THA is subject to the
Australian Stock Exchange liquid capital requirement, THC and IBC are subject to the Investment Dealers Association of Canada
risk-adjusted capital requirement and IBUK is subject to the U.K. Financial Services Authority financial resources requirement.

At December 31, 2007, all of the Operating Companies were in compliance with their respective regulatory capital
requirements.

Regulatory capital requirements could restrict the Operating Companies from expanding their business and declaring
dividendsif their net capital does not meet regulatory requirements. Also, certain entities within IBG, Inc. are subject to other
regulatory restrictions and requirements.

18. Related Party Transactions

On June 28, 2007, THE and The TP Holdings Limited Partnership (“ TP Holdings”), an affiliated entity of Thomas Peterffy,
entered into a Claims Purchase Agreement. Pursuant to the agreement, THE sold to TP Holdings for cash of $37,000 certain claims
arising from an unusual trading loss of approximately $37,000 that occurred on a German exchange in May 2007. Under the terms of
the Claims Purchase Agreement, in the event that TP Holdings collects an amount in excess of the purchase price plus out-of-pocket
expenses, it will remit such excess amount to THE. This transaction was approved by IBG, Inc.’s Audit Committee of its board of
directors. The trading loss is reported in trading gainsin the consolidated statement of income. Because the recovery of the loss was
received from an affiliate, the payment to THE has been accounted for as a capital contribution, $3,813 is recorded as an increase to
additional paid in capital, with the remainder recorded as an increase to minority interest.

Included in payable to customers in the accompanying consolidated statement of financial condition as of December 31,
2007 are director and officer account balances of $862,900.

19. Subsequent Event

On January 14, 2008, IBG LLC paid adividend to its members of $36,840, of which IBG, Inc.’s pro rata allocation was
$3,797.
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SUPPLEMENTARY DATA

Quarterly results (unaudited)

The Company’ s unaudited quarterly results for 2007 reflect the consolidated operating results of IBG LLC and its subsidiaries prior to
May 4, 2007 and reflect the consolidated operating results of IBG, Inc. and its subsidiaries from May 4, 2007 through December 31,
2007. The Company’ s unaudited quarterly results for 2006 reflect the consolidated operating results of IBG LLC and its subsidiaries.

(In millions except per share data)

2007 Quarter
First Second Third Fourth

Revenues $ 4643 $ 4383 $ 5879 $ 5329
Interest expense 133.6 143.5 142.7 135.4
Net revenues 330.7 294.8 445.2 397.5
Non-interest expenses:

Execution and clearing 90.1 814 85.2 79.0

Employee compensation and benefits 32.8 289 31.0 26.1

Other 17.5 19.8 21.1 23.7
Total non-interest expenses 140.4 130.1 137.3 128.8
Income before income taxes and minority interest 190.3 164.7 307.9 268.7
Income tax expense 6.1 54 27.3 24.2
Minority interest 0.0 (84.1) (258.4) (225.6)
Net income $ 1842 % 752 $ 22 3% 18.9
Basic earnings per share $ 017 $ 055 $ 0.47
Diluted earnings per share $ 017 $ 053 $ 0.46

2006 Quarter
First Second Third Fourth

Revenues $ 42240 % 4035 $ 4743 $ 4366
Interest expense 93.8 112.7 134.5 1434
Net revenues 328.6 290.8 339.8 293.2
Non-interest expenses:

Execution and clearing 71.3 82.8 76.7 82.5

Employee compensation and benefits 28.7 27.1 28.3 26.0

Other 13.2 16.5 14.7 23.0
Total non-interest expenses 113.2 126.4 119.7 1315
Income before income taxes and minority interest 215.4 164.4 220.1 161.7
Income tax expense 9.2 6.5 5.8 5.9
Net income $ 2062 % 1579 $ 2143 $ 1558
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Reconciliation between U.S. GAAP and pro forma financials for the year s ended December 31, 2007 and 2006, presented asif

we had been a public company for the entire period.

INTERACTIVE BROKERS GROUP, INC. AND SUBSIDIARIES
YEAR ENDED DECEMBER 31, 2006 PRO FORMA CONSOLIDATED STATEMENT OF INCOME

(UNAUDITED)

Statement of |ncome Data:
Revenues:
Trading gains
Commissions and execution fees
Interest income
Other income

Tota revenues
Interest expense
Total net revenues

Non-interest expenses:
Execution and clearing
Employee compensation and benefits
Occupancy, depreciation and amortization
Communications
Genera and administrative(2)

Total non-interest expenses

Income before income taxes and minority interest
Income tax expense(3),(4)
Minority interest(5)

Net income
Earnings per share(6):
Basic
Diluted
Weighted average common shares outstanding
Basic
Diluted

See accompanying notes to unaudited pro forma consolidated statement of income.

Year Ended December 31, 2006

Historical Adjustments Pro Forma(l)

(in millions, except share and per share data)

$ 8051 $ —$ 8051
174.4 — 174.4
672.1 — 672.1
85.2 — 85.2
1,736.8 — 1,736.8
484.4 — 484.4
1,252.4 — 1,252.4
313.3 — 313.3
110.1 — 110.1
227 — 227
12.6 — 12.6
32.1 0.2 323
490.8 0.2 491.0
7616 (0.2) 761.4
27.4 24.9 52.3
— (658.5) (658.5)

$ 7342 $  (6836)% 50.6

$ 1.26
$ 122
40,142,196
401,317,851
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INTERACTIVE BROKERS GROUP, INC. AND SUBSIDIARIES
YEAR ENDED DECEMBER 31, 2007 PRO FORMA CONSOLIDATED STATEMENT OF INCOME

(UNAUDITED)

Statement of |ncome Data:
Revenues:
Trading gains
Commissions and execution fees
Interest income
Other income

Total revenues
Interest expense
Tota net revenues

Non-interest expenses:
Execution and clearing
Employee compensation and benefits
Occupancy, depreciation and amortization
Communications
Genera and administrative(2)

Tota non-interest expenses

Income before income taxes and minority interest
Income tax expense(3),(4)
Minority interest(5)

Net income
Earnings per share(6):
Basic
Diluted
Weighted average common shares outstanding
Basic
Diluted

See accompanying notes to unaudited pro forma consolidated statement of income.

Year Ended December 31, 2007

Historical Adjustments Pro Forma(1)

(in millions, except share and per share data)

$ 8881 $ — $ 88l
261.1 — 261.1
782.2 — 782.2
92.0 — 92.0
2,023.4 — 2,023.4
555.2 — 555.2
1,468.2 — 1,468.2
335.7 — 335.7
118.8 — 118.8
265 — 265
14.9 — 14.9
40.5 0.2 40.7
536.4 0.2 536.6
931.8 (0.2) 9316
46.0 25.2 712
— (794.4) (794.4)

$ 8858 %  (819.8)% 66.0

$ 1.64
$ 1.59
40,142,474
401,317,190
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INTERACTIVE BROKERS GROUP, INC. AND SUBSIDIARIES
NOTES TO PRO FORMA CONSOLIDATED STATEMENTS OF INCOME

Represents adjustments to reflect the following:

(D

)
©)

(4)

Q)

(6)

Pro forma earnings per share calculations (i) include the restricted shares of Common Stock that have been issued or are to
be issued pursuant to the 2007 ROI Unit Stock Plan and (ii) issuance of restricted shares of Common Stock pursuant to the
2007 Stock Incentive Plan, but excludes shares of Common Stock that are issuable in the future pursuant to the 2007 Stock
Incentive Plan.

Adjusted for Delaware franchise taxes that will be payable, estimated at $0.165 million annually.

The income tax adjustments of $25.2 million and $24.9 million for the years ended December 31, 2007 and 2006,
respectively, represent the sum of the current income tax expense adjustment for this period and the deferred income tax
expense adjustment for this period (referenced in footnote 4 below).

Additional deferred income tax expense will be $25.4 million annually, resulting from the straight-line amortization of the
deferred tax asset of $380.8 million arising from the acquisition of the 10.0% member interest in IBG LLC (see footnote 3
above) over 15 years.

Adjusted for the approximate 89.7% interest in IBG LLC that IBG Holdings LL C holds arising from the Recapitalization and
the IPO, including initial share issuances pursuant to employee equity incentive plans (see footnote 1 above). The
adjustments are equal to approximately 89.7% of total net income for the twelve month periods presented.

Basic pro forma earnings per share are calculated based on 40.1 million shares of Common Stock and 100 shares of Class B
common stock being outstanding, including 0.1 million shares issued pursuant to the 2007 Stock Incentive Plan and the 2007
ROI Unit Stock Plan. Diluted earnings per share are calculated based on an assumed purchase by us of al remaining IBG
LL C membership interests held by IBG Holdings LL C and the issuance by us of 360 million shares of Common Stock,
resulting in atotal of 401.3 million shares deemed outstanding as of the beginning of each period. Thereisno impact on
earnings per share for such purchase and issuance because 100% of net income before minority interest would be available to
common stockholders as IBG Holdings LLC would no longer hold a minority interest, and the full difference between the
book and tax basis of IBG LLC's assets would also be available for reducing income tax expense. Therefore, the net income
utilized to calculate diluted earnings per share would be $640 million and $491 million for the years ended December 31,
2007 and 2006, respectively.

Diluted weighted average common shares outstanding of 401.3 million shares also includes 1.2 million shares of Common
Stock to be issued pursuant to the 2007 ROI Unit Stock Plan. Shares of Common Stock to be issued in connection with the
2007 Stock Incentive Plan have been excluded from diluted weighted average common shares outstanding because such
shares are non-dilutive.
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ITEM 9. CHANGESIN AND DISAGREEMENTSWITH ACCOUNTANTSON ACCOUNTING AND FINANCIAL
DISCLOSURE

None.
ITEM 9A. CONTROLSAND PROCEDURES
Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures

Under the supervision and with the participation of our management, including our Chief Executive Officer and our Chief
Financial Officer, we conducted an evaluation of our disclosure controls and procedures, as such term is defined under Exchange Act
Rule 13a-15(€e). Based on this evaluation, our Chief Executive Officer and our Chief Financial Officer concluded that our disclosure
controls and procedures were effective as of the end of the period covered by this annual report.

Management’s Report on Internal Control over Financial Reporting

Our management is responsible for establishing and maintaining adequate internal control over financial reporting (as defined
in Rule 13a-15(f) under the Exchange Act). IBG, Inc.’sinternal control over financia reporting is designed to provide reasonable
assurance regarding the reliability of financial reporting and the preparation of financial statements for external purposesin
accordance with U.S. GAAP.

Our internal control over financia reporting includes those policies and procedures that:

e Pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions
of the assets of IBG, Inc.;

e Provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial statementsin
accordance with U.S. GAAP, and that our receipts and expenditures are being made only in accordance with authorizations
of IBG, Inc.’s management and directors; and

e Provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use or disposition of our
assets that could have amaterial effect on our financial statements.

Because of itsinherent limitations, internal control over financial reporting may not prevent or detect misstatements. Also,
projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become inadequate because of
changes in conditions, or that the degree of compliance with the policies or procedures may deteriorate.

Management, including our Chief Executive Officer and our Chief Financial Officer, assessed the effectiveness of
IBG, Inc.’sinternal control over financial reporting as of December 31, 2007. In making this assessment, management used the
criteria set forth in Internal Control-Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway
Commission (“COSO”). Based on management’s assessment and those criteria, management concluded that IBG, Inc. maintained
effective internal control over financial reporting as of December 31, 2007.

This Annual Report on Form 10-K does not include an attestation report of our registered public accounting firm regarding
internal control over financial reporting. Management’s report was not subject to attestation by our registered public accounting firm
pursuant to temporary rules of the SEC that permit us to provide only management’s report in this Annual Report on Form 10-K.
Changesin Internal Control over Financial Reporting

No change in our internal control over financial reporting occurred during the quarter ended December 31, 2007 that has
materially affected, or islikely to materially affect, our internal control over financial reporting.

ITEM 9B. OTHER INFORMATION
Not applicable.
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PART 111
ITEM 10. DIRECTORS, EXECUTIVE OFFICERS AND CORPORATE GOVERNANCE

The following table sets forth the names, ages and positions of our current directors and executive officers.

Name Age Position

Thomas Peterffy 63 Chairman of the Board of Directors, Chief Executive Officer and President
Earl H. Nemser 60 Vice Chairman and Director

Paul J. Brody 47 Chief Financial Officer, Treasurer, Secretary and Director

Thomas A. Frank 52 Executive Vice President and Chief Information Officer

Milan Galik 41 Senior Vice President, Software Development and Director

Lawrence E. Harris 51 Director

Thomas Peterffy. Mr. Peterffy emigrated from Hungary to the United Statesin 1965. After working for 10 yearsas a
computer programmer, he became a member of the American Stock Exchangein 1977. Asanindividual floor trader, he founded the
firm which became our company. As Chief Executive Officer and President, Mr. Peterffy is active in our day-to-day management.

Earl H. Nemser. Mr. Nemser has been our Vice Chairman since 1988 and also serves as a director and/or officer for various
subsidiaries of IBG LLC. Mr. Nemser has served as Special Counsel to the law firm Dechert LL P since January 2005. Prior to such
time Mr. Nemser served as Partner at the law firms of Swidler Berlin Shereff Friedman, LLP from 1995 to December 2004 and
Cadwalader, Wickersham & Taft LLP prior to 1995. Please see “ Transactions with Related Persons, Promoters and Certain Control
Persons—L egal Representation.” in Part |11, Item. 13 of this Annual Report on Form 10-K. Mr. Nemser received a Bachelor of Arts
degree in economics from New Y ork University in 1967 and a Juris Doctor, magna cum laude, from Boston University School of Law
in 1970.

Paul J. Brody. Mr. Brody joined usin 1987 and has served as Chief Financial Officer since December 2003. Mr. Brody
serves as a director and/or officer for various subsidiaries of IBG LLC. Mr. Brody also serves as a director of the Options Clearing
Corporation, of which Timber Hill LLC and IB LLC are members. Mr. Brody received a Bachelor of Arts degree in economics from
Cornell University in 1982.

Thomas A. Frank. Dr. Frank joined usin 1985 and has served since July 1999 as Executive Vice President and Chief
Information Officer of Interactive BrokersLLC. In addition, Dr. Frank has served as Vice President of Timber Hill LLC since
December 1990. Dr. Frank received a Ph.D. in physics from the Massachusetts I nstitute of Technology in 1985.

Milan Galik. Mr. Galik joined usin 1990 as a software developer and has served since October 2003 as Senior Vice
President, Software Development of IBG LLC. In addition, Mr. Galik has served as Vice President of Timber Hill LLC since
April 1998. Mr. Galik received a Master of Science degree in electrical engineering from the Technical University of Budapest in
1990.

Lawrence E. Harris. Dr. Harrisis a professor of Finance and Business Economics at the University of Southern California,
where he holds the Fred V. Keenan Chair in Finance at the Marshall School of Business. Dr. Harris also serves as a director of the
Clipper Fund and as the research coordinator of the Institute for Quantitative Research in Finance. Dr. Harris formerly served as
Chief Economist of the U.S. Securities and Exchange Commission. Dr. Harris received his Ph.D. in Economics from the University
of Chicago, where he examined price-volume relations in securities markets. Heisan expert in the economics of securities market
microstructure and the uses of transactions datain financial research. He has written extensively about trading rules, transaction costs,
index markets, and market regulation. Dr. Harrisis aso the author of the widely respected textbook “Trading and Exchanges: Market
Microstructure for Practitioners.”

Philip D. DeFeo passed away on November 29, 2007. Mr. DeFeo was an independent director and Chairman of the Audit
Committee. We intend to appoint a replacement independent director at or prior to our next annual meeting of stockholders.

Our Board of Directors

Our board of directors currently consists of five directors, one of whom is an independent director. Thomas Peterffy serves
as Chairman of our board of directors. We expect to appoint one other independent director by May 2, 2008 and
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another independent director on or prior to the date of our 2008 annual meeting of stockholders, in compliance with NASDAQ Global
Select Market rules.

Committees of Our Board of Directors

Our board of directors has established an Audit Committee, a Compensation Committee and a Nominating and Corporate
Governance Committee. The composition, duties and responsibilities of these committees are set forth below. In the future, our board
of directors may establish other committees, as it deems appropriate, to assist it with its responsibilities. Asa controlled company, we
are not required by The NASDAQ Global Select Market to have a Compensation Committee or a Nominating and Corporate
Governance Committee composed entirely of independent directors.

Audit Committee

Our Audit Committee is comprised of Dr. Lawrence E. Harris and Earl H. Nemser. Dr. Harrisis an independent director and
the “audit committee financial expert” as defined in the SEC rules. The Audit Committee will be comprised of all independent
directors within one year of listing, in compliance with the phase-in periods available to companies listing on The NASDAQ Global
Select Market in connection with aninitial public offering. Each member of the Audit Committee will be financially literate at the
time such member is appointed. The composition of the Audit Committee satisfies the independence and other requirements of The
NASDAQ Global Select Market and the SEC.

The Audit Committee is responsible for, among other things:

directly appointing, retaining, evaluating, compensating and terminating our independent registered public accounting firm;
e discussing with our independent registered public accounting firm auditors their independence from management;
e reviewing with our independent registered public accounting firm auditors the scope and results of their audit;

e pre-approving al audit and permissible non-audit services to be performed by our independent registered public accounting
firm;

e overseeing the financial reporting process and discussing with management and our independent registered public accounting
firm the interim and annual financial statements that we file with the SEC; and

e reviewing and monitoring our accounting principles, policies and financial and accounting controls.
Compensation Committee
Our Compensation Committee is currently comprised of Thomas Peterffy (Chairman) and Earl H. Nemser. The primary
responsibility of the Compensation Committeeisto devel op and oversee the implementation of our philosophy with respect to the
compensation of our officers.
The Compensation Committee is responsible for, among other things:

e reviewing and recommending director compensation policies to the board of directors;

e making recommendations, at least annually, to the board of directors regarding our policies relating to the amounts and terms
of al compensation of our executive officers; and

e administering and discharging the authority of the board of directors with respect to our equity plans.
Nominating and Corporate Governance Committee
Our Nominating and Corporate Governance Committee is currently comprised of Thomas Peterffy.
The Nominating and Corporate Governance Committee is responsible for, among other things:
e selecting potential candidates to be nominated for election to the board of directors;
e recommending potential candidates for election to the board of directors;

e reviewing corporate governance matters; and
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e making recommendations to the board of directors concerning the structure and membership of board committees.
IBG LLC Steering Committee

The management of IBG LLC and its subsidiaries is governed by a committee of our executive officers and certain other
members of senior management, which we refer to as the steering committee. The steering committee handles day-to-day and
strategic management issues, and reports to the Chief Executive Officer of IBG LLC.

Code of Ethics

IBG, Inc.’s Code of Ethics and Business Conduct appliesto al directors, officers and employees, including its Chief
Executive Officer, its Chief Financial Officer and its Controller. Information relating to our Code of Business Conduct and Ethicsis
included in Part I, Item 1 of this Annual Report on Form 10-K. We will post any amendments to the Code of Ethics and Business
Conduct, and any waivers that are required to be disclosed by the rules of either the SEC or NASDAQ on the investor relations section
of our website located at www.interactivebrokers.comyir.

Section 16(a) Beneficial Owner ship Reporting Compliance

Section 16(a) of the Exchange Act requires our directors and executive officers, and persons who own more than 10% of a
registered class of our equity securities, to file with the SEC initial reports of ownership and reports of changes in ownership of our
Common Stock and other equity securities. Such persons are also required to provide us with copies of all such reports filed with the
SEC. Based solely upon the information supplied to us by these persons, we are required to report any known failure to file these
reports within the specified period. To our knowledge, based solely upon areview of the Section 16(a) reports furnished to us and the
written representations of these reporting persons, these persons complied with al filing requirementsin atimely fashion for fisca
year 2007.

Stockholder Proposals

There have been no material changes to the procedures by which security holders may recommend nominees to the
registrant’s board of directors or submit other stockholder proposals for consideration at annual and special meetings of the
stockholders of IBG, Inc. which procedures are set forth under Item 5 (Other Information), of the Quarterly Report on Form 10-Q filed
by the Company with the SEC on June 15, 2007.

ITEM 11. EXECUTIVE COMPENSATION
Compensation Discussion and Analysis
Compensation Philosophy and Objectives

We adhere to the philosophy that compensation of our executive officers should first and foremost be directly and materially
linked to each executive officer’ sindividual performance and our overall performance. The objectives of our executive compensation
program are (1) to enhance our long-term value, (2) to assist usin attracting and retaining high quality talent, (3) to reward past
performance and motivate future performance and (4) to align executive officers' long-term interests with those of our shareholders.

Role of Executive Officersin Compensation Decisions

Prior to the IPO, employee performance had been reviewed and compensation changes had been recommended to IBG LLC's
Chairman and Chief Executive Officer (Thomas Peterffy) by members of the IBG LLC steering committee. The Chairman and Chief
Executive Officer had ultimately determined compensation for all employees and he remains significantly involved in all aspects of
executive compensation, including his own executive compensation, as Chairman of a newly formed Compensation Committee. Prior
to the IPO, we had not operated with a Compensation Committee. After consummation of the IPO, the Compensation Committee of
our board of directors became responsible for overseeing the implementation of our philosophy and objectives with respect to the
compensation of our executive officers and directors and administering all aspects of our compensation and benefit plans and
programs. The Compensation Committee is currently comprised of Thomas Peterffy (Chairman) and Earl H. Nemser. Asa controlled
company, we are not required by The NASDAQ Globa Select Market to have a Compensation Committee composed entirely of
independent directors. See“Risk Factors’ in, Part |, Item 1A of this Annual Report on Form 10-K
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Setting Executive Compensation

Historically, we have kept base salaries at arelatively modest level in comparison to salaries paid to senior executives at
many other companies in our industry and have not sought to “benchmark” salaries to those of our competitors. We have not utilized
the services of a compensation consultant to date. We leave decisions as to these matters to our Compensation Committee.

We compensate our executive officers through three primary sources: base pay, annual cash bonuses and equity incentives.
Using this approach, the base salary portion of the compensation of our executive officersis fixed; however, a substantial additional
portion of total compensation isvariable. This practice ensures that our executive compensation packages include a combination of
base pay and incentives that are appropriate and competitive in the relevant marketplace, aswell as related to the individual’s
performance and our performance. Our executive officers have an average of 22 years tenure with us.

Our compensation program is designed to reward performance by tying a substantial portion of each executive officer’ s total
potential compensation to individual performance and our performance. We evaluate individual and company performancein a
qualitative fashion; we do not utilize specific financial or operating performance goals or targets in setting executive compensation.
Through its practice of granting equity awards, the compensation program also promotes and rewards an executive officer’ s tenure
and longevity with us, aswell as the executive officer’srole in our financial performance.

We do not utilize a set formulafor allocating compensation among the elements of total compensation. The subjective
decisions regarding the amount and mix of elements which comprise the compensation awarded to the executive officers are
principally based upon an assessment of each executive' s leadership, performance and contribution to the achievement of our financial
goals, aswell as subjective judgments about each executive officer individually, rather than on rigid guidelines or formulas. Key
factors include the executive officer’ s performance; the nature, scope and level of the executive officer’s responsibilities; and the
executive officer’s contribution to our overall financial results. The compensation of the executive officers who have the greatest
ability to influence our performance is predominately performance-based, which is consistent with the overall compensation
philosophy as described above. The decisions concerning specific base compensation elements and the total compensation paid or
awarded to our executive officersin fiscal year 2007 were made within this framework. Specific individual and/or company
performance goals or targets were not used. In fiscal year 2007, the aggregated base salaries of our named executive officers
constituted approximately 22% of their total aggregated compensation, bonuses constituted approximately 38%, and equity grants (as
described below) constituted the remaining 40%. We granted $3,750,000 worth of restricted shares of common stock to our named
executive officersin connection with the PO as part of their fiscal 2006 compensation and granted $4,850,000 worth of restricted
shares of common stock in connection with our Stock Incentive Plan as part of their 2007 Compensation. Theindividual allocations
of compensation vary considerably from year to year.

Elements of Compensation

Although our senior executive officers and other key employees holding ownership interestsin IBG LLC have benefited
from the increased value of their ownership interests, they have historically received salary and performance-based bonuses and we
expect to continue compensating them in thisform. We believe that in order to attract and retain highly effective people we must
maintain aflexible compensation structure, including base salary, cash bonuses and equity-based compensation awards as described
below. As stated above, we do not utilize a specific formula for allocating compensation among the various elements of total
compensation. The relative amounts of bonus and equity-based compensation were determined in the discretion of our Chairman and
Chief Executive Officer.

Base Salary. Base pay is structured to ensure that our executive officers are fairly and equitably compensated. Base pay is
used to appropriately recognize and reward the experience and skills that employees bring to us and provides motivation for career
development and enhancement. Base pay is designed to ensure that all employees continue to receive abasic level of compensation
that reflects any acquired skills that are competently demonstrated and are consistently used at work.

Base pay for our executive officersisinitially established based on the scope of their responsibilities and the applicable
competitive market compensation paid by other companies for similar positions and is reviewed annually after employment. A single
base salary level is established each year, applicable to all senior executive officers except our Chairman and Chief Executive Officer.
Because executive officers are partialy and, sometimes, substantially compensated through the appreciation in their equity ownership,
the base salary iskept at arelatively modest level in comparison to salaries generally believed to be paid to senior executives at many
other firmsin our industry. An executive officer’s base pay is not dependent upon our achievement of performance goals.

98




Bonuses. We maintain an executive cash bonus program to reward superior individual and financial performance for the
year. Each year, an executive cash bonus pool is established, from which we pay annual cash bonuses to our executive officers upon
the direction of our Chairman and Chief Executive Officer. Executive bonuses are based on individual performance and on the
financial performance of the company, measured in a qualitative fashion. Specific individual and/or company performance goals or
targets have historically not been used. Cash bonuses awarded to our executive officers in December 2007 for fiscal year 2007
performance ranged from approximately 0% to 833% of the executive officer’s 2007 base salary, amounting to an aggregate payout of
$4,500,000, of which amount, our Chairman and Chief Executive Officer did not take a bonus. The annual bonuses paid to our other
executive officersfor fiscal year 2007 performance are shown below in the Summary Compensation Table.

Long-Term Incentives. We utilize long-term equity incentive awards to promote the success of each executive officer,
motivate outstanding performance and encourage and reward employment longevity. Senior executive officers and other key
employees have historically been granted equity ownership interestsin IBG LLC and continue to hold such interests through their
ownership in IBG Holdings LLC.

We believe that compensation paid to executive officers should be closely aligned with our performance on a continuing and
long-term basis and, thereby, with the interests of our shareholders. Therefore, the Stock Incentive Plan, as discussed below, will
provide for the granting of common stock to be issued over time and subject to continued employment. It isnot currently anticipated
that we will grant, as part of executive compensation, stock appreciation rights or other forms of non-cash compensation except
pursuant to the employee incentive plan described below.

Pursuant to policies set by the Compensation Committee, salary increases, bonuses and stock grants shall be awarded
annually, following an evaluation of the individual’ s and the company’ s performance for the year.

Compensation for Executive Officers During 2007

As noted above, historically Mr. Peterffy, our Chairman and Chief Executive Officer, has ultimately determined
compensation for al employees. Mr. Peterffy has traditionally set his own compensation as salary capped at 0.2% of IBG LLC’s net
income. Historically, Mr. Peterffy has taken no bonus or long-term incentives as he believes that his 85% ownership of IBG Holdings
LLC which, in turn, owns approximately 89.7% of IBG LLC, has provided sufficient incentive to align his interests with those of IBG
LLC. During 2007, Mr. Peterffy was paid asalary of $1,200,000 by IBG LLC and no bonus in accordance with these practices.
During 2008, Mr. Peterffy will be paid asalary of $1,300,000 by IBG LLC. We believe that the ownership by Mr. Peterffy and
affiliates, through ownership in IBG Holdings LLC, of a significant amount of the equity in IBG LLC aligns his interests with those of
our Class A common stockholders.

Mr. Nemser’s compensation has historically included significantly lower overall compensation than the other executive
officers, befitting the fact that Mr. Nemser works less than full-time with us, but his compensation has been mainly in salary and a
small long-term incentive grant. Mr. Peterffy has made this determination based on the assessments described above under “ Setting
Executive Compensation.” During 2007, Mr. Nemser was paid a salary of $480,000 by IBG LLC and no bonus in accordance with
these practices. Mr. Nemser also received an award of $250,000 of common stock under our Stock Incentive Plan in 2007. During
2008, Mr. Nemser will be paid a salary of $492,000 by IBG LLC.

Messrs. Brody, Frank and Galik have historically been compensated in accordance with the policies discussed above under
“ Setting Executive Compensation” with amixture of salary, bonus and long-term incentives. Mr. Peterffy has made these
determinations based on the assessments described above under “ Setting Executive Compensation.” Their 2007 base sdlary was
$300,000, and each received an individual performance-based bonus. Messrs. Brody, Frank and Galik received common stock awards
under our Stock Incentive Plan valued at $1,000,000, $600,000 and $3,000,000, respectively, for the year ended, December 31, 2007.
Their 2008 base salary has been increased to $312,000. Each of Messrs. Brody, Frank and Galik is expected to receive an award
under our employee incentive plan in 2008 based on each executive officer’ s anticipated future contribution to our success. The 2007
stock awards were consistent with the abovementioned policies and reflected Mr. Peterffy’ s assessment of each executive' s leadership,
performance and contribution to the building of our company.

All salaries and bonuses will be paid by IBG LLC or one of its operating subsidiaries. No employee of IBG LLC will be paid
any separate or additional amount for their services as employees of IBG, Inc.

In addition to the foregoing, each of the executive officers, as aresult of their ownership of membership interestsin IBG
Holdings LLC, received indirect distributions from IBG LLC for the purpose of funding their income taxes due on IBG Holdings
LLC's proportionate share of IBG LLC's taxable income.
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401(k) Plan

We offer substantially all employees of our U.S. based subsidiaries who have met minimum service regquirements the
opportunity to participate in a defined contribution retirement plan qualifying under the provisions of Section 401(k) of the Internal
Revenue Code. The general purpose of this plan isto provide employees with an incentive to make regular savings in order to provide
additional financia security during retirement. The plan providesfor IBG LLC to match 50% of the employees’ pretax contribution,
up to amaximum of 10% of eligible earnings. The employee is vested in the matching contribution incrementally over six years.

Severance Arrangements

None of our senior executive officers have employment agreements and none are subject to severance arrangements. A
portion of our named executive officers equity ownership in usisin the form of IBG Holdings LLC membership interests. The IBG
Holdings LL C operating agreement providesthat if at any time a member’s employment with usis terminated for any reason (other
than such employee’ s death or as determined by the managing member of IBG Holdings LLC, such employee’ s disability, retirement
or termination without cause), any non-vested |BG Holdings LLC membership interests held by such employee on the date of
termination that remain subject to restriction shall be forfeited to IBG Holdings LLC. Similarly, with regard to grants of restricted
stock under the Stock Incentive Plan, a portion of the shares of restricted stock for which restrictions are still applicable may under
certain conditions be immediately forfeited upon the termination of employment for any reason.

Perquisites

Our senior executive officers receive only the fringe benefits normally provided to all other employees, such as health,
dental, life, hospitalization, surgical, major medical and disability insurance, participation in our 401(k) plan, paid time off, and other
similar company-wide benefits which may be in effect from time to time for al other employees. Other than the standard employee
benefits, we do not provide additional perquisites, personal direct or indirect benefits, or use any separate set of standardsin
determining the benefits for our executive officers. We believe that our base pay and total compensation package are reasonable and
competitive in the industry, and we have demonstrated that we are able to hire and retain talented executives without offering
additional perquisites.

It is our philosophy that each executive officer may determine, within the limits of his or her own compensation, whether or
not to personally purchase non-reimbursable luxury travel, private flights, housing, security systems, car service, club memberships,
financial planning services, or other such goods and services, including those which are sometimes provided as executive perquisites
by other companies, but not offered by us. Thisis consistent with our general operating principles.

Accounting for Stock-Based Compensation

SFAS No. 123R, Share-Based Payments, which superseded SFAS 123, requires companies to expense the fair value of
employee stock options and other forms of stock-based compensation. We adopted SFAS No. 123R in the first quarter of 2006 and
have been expensing equity based compensation since that time. We have never issued stock optionsto our employees.
Compensation Committee Report

We, the Compensation Committee of the Board of Directors of IBG, Inc., have reviewed and discussed with management the
Compensation Discussion and Analysis contained in this Annual Report on Form 10-K. Based on such review and discussions, we
have recommended to the Board that the Compensation Discussion and Analysis be included in the Company’s Annual Report on
Form 10-K for the fiscal year ended December 31, 2007 filed with the SEC.

Respectfully submitted,
The Compensation Committee

Thomas Peterffy, Chairman
Earl H. Nemser

March 27, 2008
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Summary Compensation Table

The following table summarizes the compensation of our named executive officers (“NEQS”) for the fiscal year ended

December 31, 2007. Our NEOs are our Chief Executive Officer, Vice Chairman, Chief Financial Officer and the two other most
highly compensated executive officers as determined by their total compensation in the table below.

Stock All Other
Name and Principal Positions Y ear Salary Bonus Awards (1)  Compensation (2)(3) Total
(in dollars)
Thomas Peterffy
Chairman, Chief Executive Officer and 2007 $ 1,200,000 — — — $ 1,200,000
President 2006 $ 1,200,000 — — — $ 1,200,000
2005 $ 1,200,000 — — — $ 1,200,000
Earl H. Nemser
Vice Chairman and Director 2007 $ 480,000 — $ 152,518 — $ 632518
2006 $ 455,000 — — 3 200,000 $ 655,000
2005 $ 430,000 — — 3 100,000 $ 530,000
Paul J. Brody
Chief Financial Officer, Treasurer, 2007 $ 300,000 $1,000,000 $ 576,179 — $ 1,876,179
Secretary and Director 2006 $ 275,000 $ 700,000 — $ 700,000 $ 1,675,000
2005 $ 250,000 $ 550,000 — $ 500,000 $ 1,300,000
Thomas A. Frank
Executive Vice President and Chief 2007 $ 300,000 $1,000,000 $ 372,821 — $ 1,672,821
Information Officer 2006 $ 275,000 $ 850,000 — 3 500,000 $ 1,625,000
2005 $ 250,000 $ 725,000 — — $ 975,000
Milan Galik
Senior Vice President, Software 2007 $ 300,000 $2,500,000 $ 1,813,268 — $ 4,613,268
Development and Director 2006 $ 275,000 $ 2,350,000 — $ 2,350,000 $ 4,975,000
2005 $ 250,000 $ 2,000,000 — 3 2,000,000 $ 4,250,000
(1) See“Awarded Vauesin Compensation Discussion and Analysis and the Summary Compensation Table” below. The

2

3

amounts shown as stock awards in this Summary Compensation Table represent the value amounts recognized as an expense
in the financial statements related to all shares awarded to NEOs in accordance with SFAS No. 123R. Thefair value of the
restricted shares granted for 2007 in connection with the Stock Incentive Plan are detailed in the below table:

Grant Date

Fair Value of
Name Stock Award
Earl H. Nemser $ 250,000
Paul J. Brody $ 1,000,000
Thomas A. Frank $ 600,000
Milan Galik $ 3,000,000

Historically, IBG LLC compensated executive officers and certain other employees in part with grants of non-transferable
member interestsin IBG LLC, which conferred ownership rightsin IBG LLC and entitled the holders to their proportionate
share of the consolidated profits and losses of IBG LLC based on their holding percentages. During 2006, no grants of
member interests were made to executive officers. In connection with our IPO, IBG, Inc. granted restricted shares of
common stock pursuant to the terms of our employee stock incentive plan (see “Employee Incentive Plan™). The amounts
shown as “ All Other Compensation” in this Summary Compensation Table represent the value of these grantsto the
respective NEOs.

IBG LLC has operated in the form of alimited liability company. The amountsin this summary compensation table do not
include distributions received by each named executive officer from IBG LLC (or from IBG Holdings LL C in respect of
distributions received after the IPO) relating to invested capital in IBG LLC, as these amounts do not constitute executive
compensation. These distributions were made primarily to assist the holders of IBG LLC and IBG Holdings LLC member
interests, as applicable, in paying income tax on their proportionate share of the consolidated profits of IBG LLC (or of IBG
Holdings LLC following the IPO). Messrs. Peterffy, Nemser, Brody, Frank and Galik received approximately $164,386,000,
$2,231,000, $2,430,000, $6,119,000 and $2,659,000, respectively, in distributions in respect of the year ended December 31,
2007; $184,124,000, $2,303,000, $2,722,000, $6,854,000 and $2,978,000, respectively, in distributions in respect of the year
ended December 31, 2006; and
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$111,703,000, $1,296,000, $1,621,000, $4,158,000 and $1,686,000, respectively, in distributions in respect of the year ended
December 31, 2005.

Award Valuesin the Compensation Discussion and Analysis and the Summary Compensation Table

The Summary Compensation Table was prepared in accordance with SEC regulations and values equity awards based
principally on the treatment of compensation expense in the consolidated statement of income under the applicable accounting rule,
currently SFAS No. 123R. The values disclosed for fiscal 2007 grants of common stock in the “ Stock Awards’ column of the
Summary Compensation Table differ from the values disclosed for such grantsin the table that appears in the Compensation
Discussion and Analysis above. In general, under SFAS No. 123R, an equity award is expensed over the service period of the award.

Grantsof Plan Based Awards Table

The following table provides information on shares of common stock granted to each of our NEOs, under the Stock Incentive
Plan during the year ended December 31, 2007. Thistable sets forth information regarding shares granted to our NEOs on the date of
our 1PO relating to performance in 2006 (see Note 2 to the Summary Compensation Table above), and shares granted for performance
in 2007.

All Other Grant Date
Grant Stock Awards Fair Value
Name Date(2) Number of Shares of Stock Award
(in sharesand dollars)

Thomas Petterfy (1) 5/9/2007 — —
12/31/2007 — —
Earl H. Nemser 5/9/2007 6,665 $ 200,000
12/31/2007 8,029 $ 250,000
Paul J. Brody 5/9/2007 23326 $ 700,000
12/31/2007 32,116 $ 1,000,000
Thomas A. Frank 5/9/2007 16,662 $ 500,000
12/31/2007 19,270 $ 600,000
Milan Galik 5/9/2007 78,308 $ 2,350,000
12/31/2007 96,346 $ 3,000,000

(1) Historically, Mr. Peterffy has taken no bonus or long-term incentives as he believes that his 85% ownership of IBG Holdings
LL C has provided sufficient incentive to align his interests with those of IBG LLC and IBG, Inc.’s common stockhol ders.
Asaresult Mr. Peterffy was not granted shares under the Stock Incentive Plan for the year ended December 31, 2007.

(2) For awards granted on May 9, 2007 and December 31, 2007, the amounts shown represent the fair value, in accordance with
SFAS No. 123R, of the awards as of the grant date. For further information on the Company’ s accounting for stock based
compensation, see Notes 2 and 12 to the audited consolidated financial statementsincluded in Part 11, Item 8 of this Annual
Report on Form 10-K.
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Outstanding Equity Awards and Fiscal Year End Table

The following table shows the number of shares awarded in connection with our Stock Incentive Plan during the year ended
December 31, 2007.

Number of Market Value of
Shares Shares
Name not Vested (1) not Vested (2)
(in shares and dollars)
Thomas Petterfy — —
Earl H. Nemser 14,028 $ 453,385
Paul J. Brody 53,110 $ 1,716,515
Thomas A. Frank 34,266 $ 1,107,477
Milan Galik 166,824 $ 5,391,752
Q) The outstanding shares as of December 31, 2007 are subject to the Stock Incentive Plan vesting schedule. The vesting
schedule for the above awardsis detailed in the following table.
Name Shares Vesting Schedule
Earl H. Nemser 5,999 The award is scheduled to vest in 6 equal installments on 5/9/2008,

5/9/2009, 5/9/2010, 5/9/2011, 5/9/2012, and 5/9/2013
8,029 The award is scheduled to vest 10% on 5/9/2008 and therest in 6 equal
installments on 5/9/2009 5/9/2010, 5/9/2011, 5/9/2012, 5/9/2013 and
5/9/2014
Paul J. Brody 20,994  Theaward is scheduled to vest in 6 equal installments on 5/9/2008,
5/9/2009, 5/9/2010, 5/9/2011, 5/9/2012, and 5/9/2013
32,116  Theaward is scheduled to vest 10% on 5/9/2008 and the rest in 6 equal
installments on 5/9/2009, 5/9/2010, 5/9/2011, 5/9/2012, 5/9/2013 and
5/9/2014
Thomas A. Frank 14996  Theaward is scheduled to vest in 6 equal installments on 5/9/2008,
5/9/2009, 5/9/2010, 5/9/2011, 5/9/2012, and 5/9/2013
19,270  Theaward is scheduled to vest 10% on 5/9/2008 and therest in 6 equal
installments on 5/9/2009, 5/9/2010, 5/9/2011, 5/9/2012, 5/9/2013 and
5/9/2014
Milan Galik 70,478  Theaward is scheduled to vest in 6 equal installments on 5/9/2008,
5/9/2009, 5/9/2010, 5/9/2011, 5/9/2012, and 5/9/2013
96,346  Theaward is scheduled to vest 10% on 5/9/2008 and the rest in 6 equal
installments on 5/9/2009, 5/9/2010, 5/9/2011, 5/9/2012, 5/9/2013 and
5/9/2014

2 The market value for the Company’ s unvested shares is based on the closing price of the Company’s common stock as
of December 31, 2007 and is rounded to the nearest dollar.
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Stock Vesting Table

The following table contains information about stock awards that have vested during the year ended December 31, 2007.

Number of Shares Acquired on
Name Vesting Value Realized on Vesting (1)
(in sharesand dollars)

Earl H. Nemser 666 $ 19,987
Paul J. Brody 2332 $ 69,983
Thomas A. Frank 1,666 $ 49,997
Milan Galik 7830 $ 234,978

@ The value realized is based on the initial offering price of our common stock of $30.01.
Executive Employment Agreements

Historically, we have not entered into employment agreements with our executive officers, and we do not plan on entering
into employment agreements at thistime. We do maintain non-disclosure, non-competition and non-solicitation agreements currently
in effect between our subsidiaries and our officers and other employees.

Stock I ncentive Plan

Under the Stock Incentive Plan up to 9.2 million shares of common stock may be granted and issued to directors, officers,
employees, contractors and consultants of IBG, Inc. and its subsidiaries. The purpose of the Stock Incentive Plan isto promote
IBG, Inc.’slong-term financial success by attracting, retaining and rewarding eligible participants.

The Stock Incentive Plan is administered by our Compensation Committee. The Compensation Committee has discretionary
authority to determine which employees will be eligible to participate in the Stock Incentive Plan. The Compensation Committee
establishes the terms and conditions of the awards under the Stock Incentive Plan, including the number of awards offered to each
employee and all other terms and conditions applicable to such awardsin individual grant agreements. Awards are generally made
through grants of common stock. The Stock Incentive Plan provides that awards will be subject to issuance over time and may be
forfeited upon an employee’' s termination of employment or violation of certain applicable covenants prior to issuance, unless
determined otherwise by the Compensation Committee.

The Stock Incentive Plan provides that, upon a change in control, the Compensation Committee may, at its discretion, fully
vest any granted but unissued shares of common stock awarded under the Stock Incentive Plan, or provide that any such granted but
unissued shares of common stock will be honored or assumed, or new rights substituted thereof by the new employer on a
substantially similar basis and on terms and conditions substantially comparable to those of the Stock Incentive Plan.

We generally grant awards on or about January 1 of each year, to specific employees as part of an overall plan of equity
compensation. We granted awards of 2,020,823 shares of common stock in 2007 under the Stock Incentive Plan.

Under applicable tax law, we will be required to withhold an amount based on the value of the shares upon their issuance,
and remit the withheld amount to the IRS and other taxing authorities. To effect that withholding, we may redeem a portion of the
shares with an aggregate fair market value equal to the amount of taxes we are required to withhold and remit. For instance, if 1,000
shares would become issuable and we were required to withhold an amount equal to 40% of the value, we would redeem 400 shares
and the employee would reclaim 600 shares. The source of funds for the amount to be remitted to the IRS shares will be a redemption
by IBG LLC of acorresponding number of our interestsin IBG LLC.
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Shares granted under the Stock Incentive Plan may become subject to forfeiture in the event an employee ceases employment
with the Company. The plans provide that employees who discontinue employment with the Company without cause and continue to
meet the terms of the plans’ post-employment provisions will forfeit 50% of unvested previously granted shares unless the employee
is over the age of 59, in which case the employee would be eligible to receive 100% of unvested shares previously granted.
Distributions of remaining shares to former employees will occur within 90 days of the anniversary of the termination of employment
date over afive (5) year vesting schedule, 12.5% in each of the first four years and 50% in the fifth year.

ROI Unit Stock Plan

Under the 2007 ROI Unit Stock Plan, certain employees of the Company who held ROI Dollar Units, at the employee's
option, elected to invest their ROI Dollar Unit accumulated earnings as of December 31, 2006 in shares of common stock. An
aggregate of 1,271,009 shares of common stock (consisting of 1,250,000 shares issued under the ROI Unit Stock Plan and 21,009
shares under the 2007 Stock Incentive Plan), were granted in 2007. No additional shares of common stock are available for issuance
under the ROI Unit Stock Plan. Provisions governing tax withholding and forfeiture for the 2007 Stock Incentive Plan, described
above, apply equally to the 2007 ROI Unit Stock Plan.

Compensation of Directors

The following table contains information with respect to annual compensation of our non-employee directors with respect to
their Board service.

Fees Earned All Other
Director or Cash Paid(2)  Stock Awards(2) Compensation Total
(in dollars)
Lawrence E. Harris $ 23397 $ 75,000 — $ 98,397
PhilipD.DeFeo (1)  $ 51,113 — — % 51,113

(1) Mr. DeFeo passed away on November 29, 2007.

(2) The amounts represent the amounts paid to Mr. Harris and Mr. DeFeo for the portion of the year that they served as directors
for the Company, Mr. DeFeo served from May 4, 2007 through November 29, 2007, and Dr. Harris served from July 12,
2007 through December 31, 2007.

Our policy is not to pay director compensation to directors who are also our employees. All of our directors are entitled to
receive reimbursement of their out-of-pocket expenses in connection with their travel to and attendance at meetings of the board of
directors or committees thereof. Under our current policy, each non-employee director is compensated with an annual retainer of
$100,000 and a grant of restricted stock (valued at $75,000 based on the fair market price of our Class A common stock on the date of
grant), subject to straight-line vesting over afive year period, and hon-employee chairmen of committees of our board of directors are
compensated with an additional annual retainer of $25,000 per committee. We reserve the right to change the manner and amount of
compensation to our non-employee directors at any time.

Compensation Committee Interlocks and Insider Participation

None of our executive officers have served as a member of the board of directors or Compensation Committee of any
unrelated entity that has one or more executive officers serving on our board of directors or Compensation Committee.

ITEM 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND RELATED
STOCKHOLDER MATTERS

The following table sets forth the beneficial ownership of common stock as of March 26, 2008 by each of our directors and
named executive officers, by all our directors and executive officers as a group, and of each beneficial owner, who is not our director
or officer, of more than 5% of our common stock as of December 31, 2007.

The amounts and percentages of common stock beneficially owned are reported on the basis of regulations of the SEC
governing the determination of beneficial ownership of securities. Under the rules of the SEC, aperson is deemed to be a beneficial
owner of a security if that person has or shares voting power, which includes the power to vote or to direct the voting of such security,
or investment power, which includes the power to dispose of or to direct the disposition of such security. Unless otherwise indicated
below, each beneficial owner named in the table below has sole voting and sole investment power with respect to all shares
beneficially owned. Because the IBG Holdings LLC membership interests are not directly exchangeable into shares of our common
stock, none of our executive officers and directors may be deemed to own shares of our common stock except as set forth below.
Thomas Peterffy may be deemed to own al of our shares of Class B common stock. The following table is based on 40,143,760
shares of common stock and 100 shares of Class B common stock outstanding as of March 27, 2008:

105




ClassA ClassB
Common Stock Common Stock

Name and Address Owned Owned

(in sharesand %)

IBG Holdings LLC** (1) 0 0% 100 100%
Thomas Peterffy**(2) 0 0% 100 100%
Earl H. Nemser**(3)(4) 666 * 0% 0 0%
Paul J. Brody**(4) 2,332 * % 0 0%
Thomas A. Frank** (4) 1,666 *% 0 0%
Milan Galik** (4) 7,830 *% 0 0%
Lawrence E. Harris** 5,000 *% 0 0%
All current directors and executive officers as agroup (6 persons) 17,494 * 0% 100 100%
T. Rowe Price Associates, Inc.(5) 4,406,750 10.90% 0 0%
AXA Financia, Inc.(6) 2,869,267 7.10% 0 0%
Artis Capital Management, L.P.(7) 2,648,924 6.60% 0 0%

*Lessthan 1%
** Addressis c/o Interactive Brokers Group, Inc., 2 Pickwick Plaza, Greenwich, Connecticut 06830

1)

)

3

(4)

()

(6)

(7)

IBG Holdings LLC, as the sole holder of the 100 outstanding shares of our Class B common stock, is entitled to the
number of votes equal to the number of IBG LLC membership interests held by it at any given time. Our Class B
common stock has approximately 89.7% of the voting power of our company, which percentage will decrease
proportionately to the extent that IBG Holdings LLC owns a smaller percentage of IBG LLC. Except as otherwise
provided by law or our amended and restated certificate of incorporation, our shares of Class A common stock and
Class B common stock vote together as a single class.

Includes interests owned by The TP Holdings Limited Partnership (“ TP Holdings"), an entity for which Mr. Peterffy
serves as majority general partner. Initialy, Thomas Peterffy, through his ownership of the voting membership interests
in IBG Holdings LLC, beneficially owns al of the outstanding shares of our Class B common stock.

Includes interests owned by EN Holdings LLC, an entity for which Mr. Nemser serves as Managing Member, and
excludes interests (other than a direct general partner interest of 0.05%) owned by TP Holdings, an entity for which

Mr. Nemser serves as minority general partner. Mr. Nemser disclaims ownership of all interests owned by TP Holdings,
except for his direct general partner interest.

During 2007, in connection with the PO, IBG, Inc granted restricted shares of Class A common stock to

Messrs. Nemser, Brody, Frank and Galik. The amountsin the table represent solely the 10% portion of these grants
issued on the date of our IPO, that have vested. Messrs. Nemser, Brody, Frank and Galik will beissued in the future an
aggregate of 5,999, 20,994, 14,996 and 70,478 shares of common stock, respectively, such amounts representing the
remaining 90% portions of the above-referenced intended grants. Such shares will be issued in equal amounts on each of
the first six anniversaries of our |PO.

According to the Amendment No. 2 to Schedule 13G filed on February 13, 2008, T. Rowe Price Associates, Inc., with
its address at 100 East Pratt St., Baltimore, MD 21202, beneficially owns 4,406,750 shares of our Class A Common
Stock.

According to Schedule 13G filed on February 14, 2008, AXA Financial Inc., with its address at 25 Ave Matignon, Peris,
France, beneficially owns 2,869,267 shares of our Class A Common Stock.

According to Schedule 13G filed on February 14, 2008, Artis Capital Management, L.P., with its address at One Market
Plaza Spear St Tower, San Francisco, CA 94105, beneficially owns 2,648,924 shares of our Class A Common Stock.
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Equity Compensation Plan Information

The following table provides information about shares of common stock available for future awards under all of the
Company’s equity compensation plans as of December 31, 2007. The Company has not made grants of common stock outside of its
equity compensation plans:

Number of securities
remaining available for

Number of securitiesto be futureissuance under
issued upon exer cise of Weighted-aver age exercise equity compensation plans
outstanding options, price of outstanding options (excluding securities
warrantsand rights war rants and rights reflected in column (a)) (1)
Equity compensation plans
approved by security holders N/A N/A —
Equity compensation plans
not approved by security
holders (2) N/A N/A 7,179,177
Total — — 7,179,177

(1) Represents shares available under the 2007 Stock Incentive Plan. Additionally, under the 2007 ROI Unit Stock Plan, certain
employees of the Company who held ROI Dollar Units, at the employee’s option, elected to invest their ROI Dollar Unit
accumulated earnings as of December 31, 2006 in shares of common stock. An aggregate of 1,271,009 shares of common
stock, with afair value at the date of grant of $38.1 million (consisting of 1,250,000 shares issued under the ROl Unit Stock
Plan and 21,009 shares under the 2007 Stock Incentive Plan), were issued to IBG LLC, to be held as treasury stock, and were
distributed or are distributable to employees in accordance with the schedule described in Note 12 to the consolidated
financial statements.

(2) The 2007 Stock Incentive Plan will be approved by the Company’s stockholders at the next annual meeting of stockholders,
to be held later in 2008.
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ITEM 13. TRANSACTIONSWITH RELATED PERSONS, PROMOTERS AND CERTAIN CONTROL PERSONS
Claims Purchase Agreement

On June 28, 2007, Timber Hill Europe AG, asubsidiary of IBG LLC (“THE"), and The TP Holdings Limited Partnership, an
affiliated entity of Thomas Peterffy (“TP Holdings’), entered into a Claims Purchase Agreement. Pursuant to the agreement, TP
Holdings acquired certain claims arising from an unusual, non-recurring loss that occurred on a German exchange in May 2007.
Under the terms of the agreement, in the event that TP Holdings collects an amount in excess of the purchase price of $37 million plus
TP Holdings' out-of-pocket expenses, TP Holdings will remit such excess amount to THE. In accordance with the Company’ s rel ated
party transaction policy, the transaction was approved by the Company’s Audit Committee of its board of directors.

Satement Regarding the Nature of the Claims

On May 3, 2007, Altana AG, astock in which THE was a Registered Market Maker, declared a specia cash dividend of EUR
33.00, which amounted to about 74% of the company’svalue. On the Deutsche Borse Exchange’s XETRA trading system, closing
stock prices are determined by a day’s end auction. At the closing auction, 31 million Altana shares, which amounted to 44% of the
true float, traded at an artificial price that was approximately 25% below the regular trading session’ s final price ex dividend. THE
believed that this artificial price was set by buyers and sellers who unlawfully colluded to manipulate Altana' s option prices. The
closing auction price of the Altana shares was used by the EUREX, to calculate a new set of contract parameters for the outstanding
options. Since the Altana closing stock price was artificial, its dependent option strike prices and contract multiplier were also
artificial and not calculated to reflect values corresponding to the change in the value of the underlying stock. Accordingly, on May 4,
2007 and thereafter, THE's market making options positions were affected by the artificial closing price of May 3 and were
mispriced. Asaresult of this manipulation, THE suffered a position loss over the ensuing trading days amounting to approximately
the amount of the purchase price. THE has been advised that other Altana market makers suffered substantial losses as a result of this
manipulation. THE reported this manipulation to, and met with, the German Federal Financial Supervisory Authority, the Bafin, and
the Bafin has undertaken an official investigation of the matter. The progress of the investigation is subject to the German secrecy
laws. On completion of the investigation, we believe that we will have a number of claims, judgments and remedies against those
who participated in the market manipulation. THE aso filed a petition with the EUREX to change its rules so that a manipulation of
this sort will not happen again.

Recapitalization Transactions

Prior to the IPO, our business had been conducted by subsidiaries of IBG LLC, which was approximately 85% owned by
Thomas Peterffy and his affiliates. 1n November 2006, IBG was incorporated as a Delaware corporation. The Recapitalization
resulted in the current members of IBG LL C becoming the sole members of IBG Holdings LLC, and established us as the sole
managing member of IBG LLC.

As aresult of the Recapitalization, immediately following the IPO

e |BG became the sole managing member of IBG LLC;

e weandIBG Holdings LLC owned approximately 10% and 90%, respectively, of the membership interestsin IBG LLC;

o Thomas Peterffy and his affiliates owned approximately 85% of the membership interestsin IBG Holdings LLC, and
management and other employees of IBG LLC owned substantially all of the remaining membership interests;

e outstanding shares of our Class A common stock represented more than 99.999% of our outstanding capital stock based
on economic value (which, as used herein, refers to the right to share in dividend distributions and distributions upon
liquidation, dissolution or winding up);

e outstanding shares of our Class B common stock, all of which isowned by IBG Holdings LLC, represented less than
0.001% of our outstanding capital stock based on economic value;
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e outstanding shares of our Class B common stock represented approximately 90% of the combined voting power of all
shares of our capital stock, which percentage will decrease proportionately to the extent that IBG Holdings LLC owns a
smaller percentage of IBG LLC; and

e Thomas Peterffy owned all of the voting membership interests, and Mr. Peterffy and his affiliates owned a majority of
the overall membership interests, in IBG Holdings LLC and, accordingly, beneficially owned all of the outstanding
shares of our Class B common stock. Asaresult, Mr. Peterffy is able to exercise control over all matters requiring the
approval of our stockholders.

If at any time in the future Thomas Peterffy and his affiliates own less than a majority of the membership interestsin IBG
Holdings LLC, then at such time all membership interestsin IBG Holdings LLC will become voting membership interests.
Accordingly, all members of IBG Holdings LLC, instead of Mr. Peterffy alone, would together direct the voting of our Class B
common stock, and all such members would together exercise control over all matters requiring the approval of our stockholders.

Please see the Note 4 to the audited consolidated financial statementsin Part 1l , Item 8 of this Annual Report on Form 10-K.
Voting

Each share of our common stock entitles its holder to one vote per share. Our Class B common stock currently has
approximately 89.7% of the voting power of our company, which percentage will decrease proportionately over time to the extent that
IBG Holdings LLC owns asmaller percentage of IBG LLC. Thomas Peterffy currently owns all of the voting membership interestsin
IBG Holdings LLC. Accordingly, Mr. Peterffy beneficially owns all of the outstanding shares of our Class B common stock and is
able to exercise control over all matters requiring the approval of our stockholders, including the election of our directors and the
approval of significant corporate transactions.

If at any time in the future Thomas Peterffy and his affiliates own less than a majority of the membership interestsin IBG
Holdings LLC, then at such time all membership interestsin IBG Holdings LLC will become voting membership interests.
Accordingly, al members of IBG Holdings LLC, instead of Mr. Peterffy alone, would together direct the voting of the shares of our
Class B common stock, and all such members would together exercise control over all matters requiring the approval of our
stockholders. However, even if Mr. Peterffy and his affiliates cease to own a mgjority of the membership interest in IBG Holdings
LLC, Mr. Peterffy could, depending on hislevel of percentage ownership, continue to effectively control or significantly influence
matters requiring approval of shareholders.

Exchange Agreement

Concurrently with the PO, we entered into an exchange agreement with IBG Holdings LLC, IBG LLC and the historical
members of IBG LLC. Pursuant to this agreement, the historical members of IBG LLC contributed their IBG LLC membership
intereststo IBG Holdings LL C and received IBG Holdings LL C membership interestsin return. The membership interestsin IBG
Holdings LLC are not directly exchangeable for shares of our common stock. Instead, the membership interests are redeemable at
various times over the next eight years following the PO at the option of the holder. The redemption price for the membership
interests depends on the manner in which the payment is made to IBG Holdings LLC.

On an annual basis, each holder of amembership interest may request that the liquefiable portion of itsinterest be redeemed
by IBG Holdings LLC. The primary manner in which the redemption price will be paid is by selling shares of our common stock to
the public and using the gross proceeds from such sales, less underwriting discounts or placement agency fees, to acquire IBG LLC
membership interests from IBG Holdings LLC. We expect IBG Holdings LLC to use the net proceeds it receives from such salesto
redeem an identical number of IBG Holdings LLC membership interests from the requesting holders. The sales of our common stock
and the application of the net proceeds to acquire IBG LLC membership interests are expected to have a negligible effect on the
existing holders of our common stock, as the holders of our common stock would then own alarger portion of IBG LLC. Such
transactions will have the effect of diluting your percentage ownership in us. However, because we will acquire an increased
percentage ownership in IBG LLC over time as aresult of such transactions, such transactions will not impact your effective
percentage ownership of the economics of the underlying IBG LLC business.

In the future, IBG LLC may in some cases redeem IBG LLC membership interests from IBG Holdings LL C using cash on

hand. The redemption price per membership interest would be equal to the 30-day average closing price of our common stock. The
use of IBG LLC's cash to acquire IBG LLC membership interests is expected to have a dilutive effect on the existing

109




holders of our common stock, as the price paid per membership interest islikely to be higher than IBG LLC’ stangible book value per
membership interest.

IBG Holdings LLC, with the consent of Thomas Peterffy and our board of directors, has the right to cause the holders of IBG
Holdings LLC membership interests to have all or a portion of their interests redeemed at any time following May 3, 2008. Such
redemptions would be financed in the same manner as the scheduled redemptions described above.

Tax Receivable Agreement

In connection with the IPO, we purchased interestsin IBG LLC from IBG Holdings LLC for cash. In addition, IBG LLC
membership interests held by IBG Holdings LLC may be purchased by usin the future in connection with offerings by us of shares of
our common stock. Our initial purchase of the IBG LLC interests will, and the subsequent purchases may, result in increasesin the
tax basis of the tangible and intangible assets of IBG LLC attributable to our interest in IBG LLC that otherwise would not have been
available, although the IRS may challenge all or part of that tax basisincrease or our ability to amortize all or part of that increased tax
basis, and a court could sustain such a challenge by the IRS. These increasesin tax basis, if sustained, may reduce the amount of
taxable income that we are required to recognize as the result of our ownership of interestsin IBG LLC in the future.

In connection with the IPO, we entered into atax receivable agreement with IBG Holdings LLC that provides for the
payment by usto IBG Holdings LLC of 85% of the amount of cash savings, if any, in U.S. federa and state income taxes that we
actually redlize as aresult of these increases in tax basis and of certain other tax benefits related to our entering into the tax receivable
agreement, including tax benefits attributable to payments under the tax receivable agreement. We will retain 15% of the projected
tax benefits.

If either immediately before or immediately after any purchase or the related issuance of our stock, the IBG Holdings LLC
members own or are deemed to own, in the aggregate, more than 20% of our outstanding stock, then all or part of any increase in the
tax basis of goodwill may not be amortizable and, thus, our ability to realize the annual tax savings that otherwise would have resulted
if such tax basis were amortizable may be significantly reduced. Although the IBG Holdings LLC members are prohibited under the
exchange agreement from purchasing shares of Class A common stock, grants of our stock to employees and directors who are also
members or related to members of IBG Holdings LL C and the application of certain tax attribution rules, such as among family
members and partnersin a partnership, could result in IBG Holdings LLC members being deemed for tax purposes to own shares of
Class A common stock.

In order to mitigate the risk to us of an IRS challenge to the tax basisincrease, IBG Holdings LLC and its members will
indemnify us for any additional taxes we owe if the IRS or other taxing authorities successfully challenge the basisincrease. In
addition, if the IRS or other taxing authorities successfully challenge the tax basisincrease, any subsequent payments we are required
to make under the tax receivable agreement will be reduced accordingly.

For purposes of the tax receivable agreement, cash savings in income and franchise tax will be computed by comparing our
actual income and franchise tax liability to the amount of such taxes that we would have been required to pay had there been no
increase in the tax basis of the tangible and intangible assets of IBG LL C attributable to our acquisition of our interest in IBG LLC,
and had we not entered into the tax receivable agreement. The tax receivable agreement will, unless we exercise our right to terminate
the tax receivable agreement for an amount based on an agreed value of payments remaining to be made under the agreement,
terminate upon the earlier of (i) the end of the taxable year that includes the 50th anniversary of our initial acquisition of interestsin
IBG LLC, or (ii) the end of the taxable year that includes the 16th anniversary of the date upon which al rights of sale and exchange
granted under the exchange agreement have terminated.

While the actual amount and timing of any payments under the tax receivable agreement will vary depending upon a number
of factors, including the timing of purchases, the extent to which such purchases are taxable and the amount and timing of our income,
we expect that, as aresult of the size of the increases in the tax basis of the tangible and intangible assets of IBG LLC and its
subsidiaries, the payments that we may make to IBG Holdings LLC could be substantial.

Promissory NotesIssued by TP Holdingsto IBG LLC

Historically, IBG LLC has made income distributions to its members in order to cover such members’ personal income tax
liabilities. Inthe event that such income distributions are insufficient for payment of the members' personal income tax liabilities,
upon request by such members, IBG LLC hasin the past from time to time made advances or loans to such members pursuant to its
policies and procedures regarding advances or loans to its members or employees. In accordance with Section 402 of the Sarbanes-
Oxley Act of 2002, as codified in Section 13(k) of the Exchange Act, in connection with this
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offering, we have adopted a policy that forbids IBG, Inc., either directly or indirectly, from extending credit in the form of a personal
loan to any of our directors or executive officers.

The following reflects IBG LLC’ s former policies and procedures with respect to advances or loans to its members or
employees. Such policy conferred upon Thomas Peterffy, IBG LLC's founder, Chairman and Chief Executive Officer, discretion to
approve advances or loans to its members or employees upon notice to its Chief Financial Officer or Vice Chairman regardiess of the
type of transaction involved. Such policy was not written; however, all such advances or loans were evidenced by promissory notes
payable upon demand and properly entered into IBG LLC’s accounting system. All such advances or loans to date were madein
accordance with such policy and procedure, and were made to TP Holdings, a member of IBG LLC. The majority general partner of
TP Holdings is Mr. Peterffy, the sole voting member and sole managing member of IBG Holdings LLC, and the minority general
partner is Earl Nemser, IBG LLC'sVice Chairman. TP Holdings issued notesto IBG LLC during 2005 in amounts ranging from
$25,000 to $4,500,000 at interest rates ranging from 1.46% to 4.34%, with $4,500,000 being the largest aggregate amount of
indebtedness outstanding at any time during such period. All notes were repaid in the calendar year of issuance. No TP Holdings
notes were issued in 2006 and 2007, and there are currently no TP Holdings notes outstanding.

L egal Representation

Earl H. Nemser, our Vice Chairman and one of our directors, is also Special Counsel to the law firm of Dechert LLP, which
has rendered legal servicesto IBG LLC and us, as applicable, during 2005, 2006 and 2007. Mr. Nemser beneficially owns 1.1897%
of IBG Holdings LLC, which, based on the closing price of our common stock on December 31, 2007, has an implied value of $154.3
million.

Purchase of Senior Notes

Earl H. Nemser, our Vice Chairman and one of our directors, from time to time purchases senior notesissued by IBG LLC
that are described in greater detail under “Management’s Discussion and Analysis of Financial Condition and Results of Operations—
Liquidity and Capital Resources—Principal Indebtedness—Senior Notes’ in Part 11, Item 7 of this Annual Report on Form 10-K. The
largest aggregate principal amount of senior notes held by Mr. Nemser since January 1, 2005 was $3,700,000. As of February 29,
2008, Mr. Nemser held $2,225,000 in aggregate principal amount of senior notes. Since January 1, 2005, the total amounts of senior
notes principal and interest paid to Mr. Nemser were $24,015,000 and $485,034, respectively. Asthe senior notes have either a 15-
month or 18-month maturity, Mr. Nemser has, during each of the last three fiscal years, both purchased additional senior notes and has
had certain of his senior notes redeemed. All senior notes issued prior to June 19, 2006 had an interest rate of 8%, and all senior notes
issued on and after such date had a 7% interest rate.

Investment in W.R. Hambrecht + Co., Inc.

On December 21, 2006, |B Exchange Corp., one of our subsidiaries, purchased approximately $10.0 million in aggregate
principal amount of short-term senior secured promissory notes (which we refer to as the “WRH Bridge Notes”) issued by W.R.
Hambrecht + Co., Inc., the parent of WR Hambrecht + Co, LLC, one of the placement agents for our IPO. The WRH Bridge Notes
were due and payable on February 6, 2007. On February 5, 2007, the WRH Bridge Notes, together with $0.1 million of interest
thereon and an additional $5.9 million, were reinvested into three-year senior secured promissory notes issued by
W.R. Hambrecht + Co., Inc. (which we refer to as the “WRH Senior Notes’). On March 29, 2007, I1B Exchange Corp. purchased an
additional $3.2 million of WRH Senior Notes. In addition to the WRH Senior Notes, we received three-year warrants which are
immediately exercisable to acquire common stock of W.R. Hambrecht + Co, Inc., at a price equal to the fair market value of such
common stock at the time of the issuance of the warrants. Our beneficial ownership of shares of W.R. Hambrecht + Co., Inc. may
result in our being deemed to be an affiliate of W.R. Hambrecht + Co., Inc. The WRH Senior Notes bear interest at 8% per annum,
which may be paid in cash or added to the principal amount of the WRH Senior Notes. The WRH Senior Notes are secured by the
capital stock of certain subsidiaries and certain intellectual property of W.R. Hambrecht + Co., Inc. The WRH Senior Notes rank
senior to all future funded indebtedness of W.R. Hambrecht + Co., Inc. Aspart of the financing, we were granted the right to
designate two members (of not more than ten) of the board of directors of W.R. Hambrecht + Co., Inc. Such members are Thomas
Peterffy and Kevin Fischer.

Review, Approval or Ratification of Transactionswith Related Persons

We review al relationships and transactions in which the Company and our directors and executive officers or their
immediate family members are participants to determine whether such persons have adirect or indirect material interest. Our Audit
Committee, our Chief Executive Officer and the General Counsel of IBG, Inc. are responsible for the development and
implementation of processes and controls to obtain information from the directors and executive officers with respect to related
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person transactions and for then determining, based on the facts and circumstances, whether the Company or arelated person has a
direct or indirect material interest in the transaction. Asrequired under SEC rules, transactions that are determined to be directly or
indirectly material to the Company or arelated person are disclosed in the Company’s proxy statement. In addition, the Nominating
and Corporate Governance Committee monitors and reviews any issues regarding the “independence” of directors or involving
potential conflicts of interest, and evaluates any change of status or circumstance with respect to a director and determines the
propriety of the director’s continued servicein light of that change.

Director Independence

The Company is currently treated as a “ controlled company” for purposes of the NASDAQ Marketplace Rules due to
Mr. Peterffy’s substantial ownership. Asaresult, the Company is not required by NASDAQ to have amajority of independent
directors or to maintain Compensation and Nominating and Corporate Governance Committees composed entirely of independent
directors. The Compensation Committeeis currently comprised of Messrs. Peterffy and Nemser. The Nominating and Corporate
Governance Committee is currently comprised of Mr. Peterffy.

The Audit Committee is currently comprised of Messrs. Harris and Nemser (Mr. DeFeo, who passed away on November 29,
2007, was a member of the Audit Committee). Mr. Harris acts as Chairman of the Audit Committee. The Audit Committee will
eventually be comprised solely of independent directors subject to the phase-in and cure periods under the NASDAQ Marketplace
Rules.

The Board has determined that Mr. Harris isindependent in accordance with the NASDAQ Marketplace Rules. In
determining Mr. Harris' independence, the Board reviewed rel ationships between the Company and Mr. Harris, including commercial
relationships in the last three years between the Company and entities where Mr. Harris or his family members were employed or
associated with.

The Board determined that Mr. DeFFeo was independent in accordance with the NASDAQ Marketplace Rules. In
determining Mr. DeFeo’ s independence, the Board reviewed rel ationshi ps between the Company and Mr. DeFeo, including
commercial relationshipsin the last three years between the Company and entities where Mr. DeFeo or his family members were
employed or associated with.

ITEM 14. PRINCIPAL ACCOUNTANT FEESAND SERVICES

The following table summarizes the aggregate fees, including expenses, for professional services provided by Deloitte &
Touche related to the years ended December 31, 2007 and 2006:

2007 2006
(in dollars)
Audit Fees (1) $ 2,219,853 $ 1,984,700
Audit Related Fees (2) $ 53000 $ 50,000
Tax Fees (3) $ 325192 $ 357,711

All Other Audit Fees — —
$ 2,598,045 $ 2,392,411

(1) Audit Fees servicesinclude: (i) the audit of our consolidated financial statements included in the Company’s Annual Report
on Form 10-K and services attendant to, or required by, statute or regulation; (ii) reviews of the interim condensed
consolidated financial statements included in our quarterly reports on Form 10-Q; (iii) comfort letters, consents and other
services related to SEC and other regulatory filings; and (iv) accounting consultation attendant to the audit. Audit Fees for
fiscal 2007 & 2006 also include: (i) auditing services in connection with the I PO.

(2) Audit-Related Fees servicesinclude: (i) audits of employee benefit plans and (ii) agreed upon procedures engagements.
(3) Tax Feesservicesinclude tax compliance and tax advice. Tax compliance services include non-U.S. federal, state and local

income and non-income tax compliance. Tax advice servicesinclude: (i) U.S. federal, state and local income and non-
income tax advice; and (ii) non-U.S. income and non-income tax advice.
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PART IV

ITEM 15. EXHIBITSAND FINANCIAL STATEMENT SCHEDULES

Documentsfiled as part of thisreport

1. Consolidated Financial Statements
The consolidated financia statements required to be filed in the annual report on Form 10K are listed on page F1 hereof and
in Part 11, Item 8 hereof.
2. Financial Statement Schedule
The financial statement schedule required in the annual report on Form 10K islisted on page F-1 hereof. The required
schedule appears on pages F1 through F6 hereof.
3. Exhibits
Exhibit
Number Description
31 Amended and Restated Certificate of Incorporation of Interactive Brokers Group, Inc. (filed as Exhibit 3.1 to Amendment
No. 2 to the Registration Statement on Form S-1 filed by the Company on April 4, 2007).**
32 Bylaws of Interactive Brokers Group, Inc. (filed as Exhibit 3.2 to the Registration Statement on Form S-1 filed by the
Company on November 27, 2006).**
101 Credit Agreement, dated as of May 19, 2006, by and among Interactive Brokers Group LLC, JPMorgan Chase Bank,
N.A., HarrisN.A., Citibank, N.A. HSBC USA National Association and the Lenders party thereto (filed as Exhibit 10.1
to the Registration Statement on Form S-1 filed by the Company on November 27, 2006).**
10.2 Pledge and Collateral Agency Agreement, dated as of May 19, 2006, made by Interactive Brokers Group LLC and each
of the other signatories thereto in favor of JPMorgan Chase Bank, N.A., as Collateral Agent for the secured parties and as
Bank Agent (filed as Exhibit 10.2 to the Registration Statement on Form S-1 filed by the Company on November 27,
2006).**
10.3 Guarantee and Collateral Agreement, dated as of May 19, 2006, made by Interactive Brokers Group LLC and each of the
other signatories thereto in favor of JPMorgan Chase Bank, N.A., as Administrative Agent for the secured parties (filed as
Exhibit 10.3 to the Registration Statement on Form S-1 filed by the Company on November 27, 2006).**
104 Amended and Restated Operating Agreement of IBG LLC (filed as Exhibit 10.1 to the Quarterly Report on Form 10-Q
for the Quarterly Period Ended March 31, 2007 filed by the Company on June 15, 2007).**
10.5 Form of Limited Liability Company Operating Agreement of IBG Holdings LLC (filed as Exhibit 10.5 to Amendment
No. 1 to the Registration Statement on Form S-1 filed by the Company on February 12, 2007).**
10.6 Exchange Agreement by and among I nteractive Brokers Group, Inc., IBG Holdings LLC, IBG LLC and the Members of
IBG LLC (filed as Exhibit 10.2 to the Quarterly Report on Form 10-Q for the Quarterly Period Ended March 31, 2007
filed by the Company on June 15, 2007).**
10.7 Tax Receivable Agreement by and between Interactive Brokers Group, Inc. and IBG Holdings LL C (filed as Exhibit 10.3
to the Quarterly Report on Form 10-Q for the Quarterly Period Ended March 31, 2007 filed by the Company on June 15,
2007).**
10.8 Interactive Brokers Group, Inc. 2007 Stock Incentive Plan (filed as Exhibit 10.8 to Amendment No. 2 to the Registration
Statement on Form S-1 filed by the Company on April 4, 2007).**+
10.9 Interactive Brokers Group, Inc. 2007 ROI Unit Stock Plan. (filed as Exhibit 10.9 to Amendment No. 2 to the Registration
Statement on Form S-1 filed by the Company on April 4, 2007).** +
10.10 Claims Purchase Agreement dated as of June 28, 2007 by and between Timber Hill Europe AG and The TP Holdings
Limited Partnership (filed as Exhibit 10.1 to the Current Report on Form 8-K filed by the Company on July 5, 2007).**
21.1 Subsidiaries of the registrant.
231 Consent of Independent Registered Public Accounting Firm.
311 Certification of Chief Executive Officer, pursuant to Section 302 of the Sarbanes-Oxley Act.
31.2 Certification of Chief Financial Officer, pursuant to Section 302 of the Sarbanes-Oxley Act.
321 Certification of Chief Executive Officer, pursuant to Section 906 of the Sarbanes-Oxley Act.
32.2 Certification of Chief Financial Officer, pursuant to Section 906 of the Sarbanes-Oxley Act.
*x Previoudly filed; incorporated herein by reference.
+ These exhibits relate to management contracts or compensatory plans or arrangements.
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ITEMS. 15 (a)(1) and 15 (a)(2) INDEX TO FINANCIAL STATEMENTSAND FINANCIAL STATEMENT SCHEDULE
inancial Statement Schedule

Schedule | — Condensed Financial Information of Registrant (Parent Company Only)

Report of Independent Registered Public Accounting Firm F2
Condensed Statement of Financial Condition as of December 31, 2007 and 2006 F3
Condensed Statement of Income and Comprehensive Income for the Y ears Ended December 31, 2007, 2006 and 2005 F4
Condensed Statement of Cash Flows for the Y ears ended December 31, 2007, 2006 and 2005 F5
Notes to Condensed Financial Statements F6
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of
Interactive Brokers Group, Inc.
Greenwich, CT

We have audited the consolidated financial statements of Interactive Brokers Group, Inc. and subsidiaries (the “Company”) as of
December 31, 2007 and 2006, and for each of the three years in the period ended December 31, 2007, and have issued our report
thereon dated March 27, 2008; such consolidated financial statements and report are included in this 2007 Annual Report on Form 10-
K. Our audits aso included the financial statement schedule of the Company listed in Item 15. Thisfinancia statement scheduleis
the responsibility of the Company’s management. Our responsibility isto express an opinion based on our audits. In our opinion,
such financia statement schedule, when considered in relation to the basic consolidated financial statements taken as awhole, presents
fairly, in al material respects, the information set forth therein.

/9 Deloitte & Touche LLP
New York, New Y ork
March 27, 2008

F2




INTERACTIVE BROKERS GROUP, INC.
(Parent Company Only)
CONDENSED STATEMENT OF FINANCIAL CONDITION

Asof December 31,
(in thousands, except share and per share amounts)

Assets

Cash and cash equivalents

Investments in subsidiaries, equity basis
Receivable from affiliates

Other assets

Total assets

Liabilitiesand stockholders' equity

Liabilities:
Payable to affiliates
Accrued expenses and other liabilities
Senior notes payable
Senior secured credit facility
Total liabilities
Redeemable members’ interests
Stockholders’ equity:
Common stock, $0.01 par value per share
Class A — Authorized- 1,000,000, 000, Issued- 43,270,823, Outstanding — 40,143,760
Class B — Authorized- 100, Issued- 100, Outstanding — 100
Additional paid in capital
Retained earnings, including accumulated other comprehensive income of $4,109
Treasury stock, at cost, 3,127,063 shares at December 31, 2007
Total stockholders' equity
Total liabilities, redeemable members' interests and stockholders' equity

See accompanying notes to the condensed financial statements.
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2007 2006

1,646 $ 615
355,624 2,800,712
4,619 396,360
370,580 11,777

732,469 $ 3,209,464

323901 $ 87,389

165 19,560

— 150,598

— 150,000
324,066 407,547
— T 2,801,017

433 —
450,667 —
52,269 —
(94,966) —
408,403 —

732,469 $ 3,209,464




INTERACTIVE BROKERS GROUP, INC.
(Parent Company Only)
CONDENSED STATEMENT OF INCOME AND COMPREHENSIVE INCOME

Y ear ended December 31,
(in thousands)

2007 2006 2005
Revenues — dividends, interest and other $ 19 $ 373  $ 187
Expenses:
Interest expense 6,721 19,244 12,053
Other 15,330 37,475 27,136
Delaware franchise taxes 165 — —
Total expenses 22,216 56,719 39,189
L oss before equity in income of subsidiary (22,197) (56,346) (39,002)
Equity in income of subsidiary, net of tax 322,689 790,515 574,522
Net income $ 300,492 734,169 535,520
Net income available for common stockholders $ 48,160 — —
Cumulative translation adjustment, net of tax (for 2007) 4,109 51,293 (74,708)
Comprehensive income $ 52269 $ 785462 $ 460,812

See accompanying notes to the condensed financial statements.
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INTERACTIVE BROKERS GROUP, INC.
(Parent Company Only)
CONDENSED STATEMENT OF CASH FLOWS

Y ear ended December 31,
(in thousands)
2007

2006

2005

Cash flows from operating activities:

Net income $ 300492 $ 734,169 $ 535520
Adjustments to reconcile net income to net cash provided by (used in) operating
activities:
Equity in income of subsidiary (322,689) (603,640) (508,015)
Deferred income taxes 11,372 — —
Amortization 2,470 5,976 4,887
Changesin operating assets and liabilities 159,425 (123,774) (36,567)
Net cash provided by (used in) operating activities 151,070 12,731 (4,175)
Cash flows from investing activities (1,168,546) 13,103 34,846
Cash flows from financing activities 1,018,507 (26,859) (29,163)
Net increase (decrease) in cash and cash equivalents 1,031 (1,025) 1,508
Cash and cash equivalents at beginning of year 615 1,640 132
Cash and cash equivalents at end of year $ 1646 $ 615 $ 1,640
Supplemental disclosures of cash flow information:
Taxes paid $ 6,874 $ — $ =
Interest paid $ 6529 $ 18247 $ 13,192

See accompanying notes to the condensed financial statements.
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INTERACTIVE BROKERS GROUP, INC.
(Parent Company Only)
Notes to Condensed Financial Statements
Three years ended December 31, 2007
(in thousands except for shares and per share amounts, unless otherwise noted)

1. Basisof Presentation

The accompanying condensed financial statements (the “ Parent Company Financial Statements”) of Interactive Brokers
Group, Inc. (“IBG, Inc.”), a Delaware holding company, including the notes thereto, should be read in conjunction with the
consolidated financial statements of Interactive Brokers Group, Inc. and subsidiaries (the “Company”) and the notes thereto. On
May 9, 2007, IBG, Inc. issued 40 million shares of its Class A common stock pursuant to a registered public offering (the “1PO”, refer
to Note 4 to the consolidated financial statements), completed its purchase of a10.0% interest in IBG LLC, formerly known as
Interactive Brokers Group LLC (the “Group™), and became the sole managing member of IBG LLC under the “Amended and Restated
Operating Agreement of IBG LLC" dated May 3, 2007. IBG, Inc.’s primary operating asset isits ownership interest in IBG LLC, an
automated global market maker and electronic broker specializing in routing orders and processing trades in securities, futures and
foreign exchange instruments.

The condensed financial statements as of December 31, 2006 and 2005 and for the years then ended relateto IBG LLC. The
condensed statement of financial condition as of December 31, 2007 reflects the condensed statement of financial condition of
IBG, Inc. The condensed statements of income and of cash flows for the year ended December 31, 2007 reflect the condensed
operating results and cash flows of IBG LLC prior to May 4, 2007 and reflect the condensed operating results and cash flows of
IBG, Inc. from May 4, 2007 through December 31, 2007.

The preparation of the Parent Company Financial Statementsin conformity with accounting principles generally accepted in
the United States requires management to make estimates and assumptions that affect the reported amounts and disclosuresin the
condensed financial statements and accompanying notes. Actual results could differ materially from those estimates.

Income Taxes

Refer to Note 2 to the consolidated financial statements.
Redeemable Members' I nterests

Refer to Note 2 to the consolidated financial statements
2. Transactionswith IBG LLC

As of December 31, 2007, receivables from IBG LLC of $4,619 related the lending of excess funds at variable ratesto IBG
LLC for useinitsoperations. Interest earned for the period from May 4, 2007 through December 31, 2007 was $137. Dividends
received from IBG LLC for the period from May 4, 2007 through December 31, 2007 were $12,772.

3. Initial Public Offering and Recapitalization

Refer to Note 4 to the consolidated financial statements.
4. Employee Stock Plans

Refer to Note 12 to the consolidated financial statements.
5. Commitments, Contingenciesand Guarantees

Refer to Note 15 to the consolidated financial statements.
6. Subsequent Events

On January 14, 2008, IBG LLC paid adividend to its members of $36,840, of which IBG, Inc.’s pro rata allocation was
$3,797.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behalf by the undersigned thereunto duly authorized.

INTERACTIVE BROKERS GROUP, INC.

/s/ Paul J. Brody

Name: Paul J. Brody

Title: Chief Financia Officer, Treasurer and Secretary
(Signing both in his capacity as aduly authorized officer and
asprincipal financial officer of the registrant)

Date: March 27, 2008

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following persons on
behalf of the registrant and in the capacities and on the dates indicated.

Signature Title Date
/sl Thomas Peterffy Chairman of the Board of Directors, Chief March 27, 2008
Thomas Peterffy Executive Officer and President

(Principal Executive Officer)

/s Earl H. Nemser Vice Chairman and Director March 27, 2008
Earl H. Nemser

/s Paul J. Brody Chief Financia Officer, Treasurer, Secretary March 27, 2008
Paul J. Brody and Director (Principal Financial Officer)
/s/ Milan Galik Senior Vice President, March 27, 2008
Milan Galik Software Development and Director
/sl Lawrence E. Harris Director March 27, 2008

Lawrence E. Harris

/s Timothy E. Rogers Controller (Principal Accounting Officer) March 27 2008
Timothy E. Rogers
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SUBSIDIARIES OF THE COMPANY
Thefollowing isalist of subsidiaries of IBG, Inc.:

Name

IBGLLC

Thefollowingisalist of subsidiaries of IBG LLC:

Name

Timber Hill LLC (1)

Interactive Brokers LLC (2)

Interactive Brokers Canada Inc.

Interactive Brokers (U.K.) Limited

Timber Hill Europe AG

Timber Hill Securities Hong Kong Limited
Timber Hill Australia Pty Limited

Timber Hill Canada Company

Interactive Brokers Hungary Kft

IB Exchange Corp.

Interactive Brokers (India) Private Limited (3)

(1) 1IBG LLC owns 99.99% and Thomas Peterffy owns 0.01%.
(2) IBG LLC owns 99.9% and Thomas Peterffy owns 0.1%.
(3) IB Exchange Corp. owns 0.001%

Thefollowing isalist of subsidiaries of Timber Hill Europe AG:

Name

Timber Hill (U.K.) Limited
Timber Hill (Mauritius) Limited

Thefollowingisalist of subsidiaries of Interactive Brokers LLC:

Name

FutureTrade Technologies, LLC

Thefollowing isalist of subsidiaries of FutureTrade Technologies, LLC:

Name

FutureTrade Securities,_'LLC
FutureTrade Estonia OU
FutureTrade Rus

EXHIBIT 21.1

Jurisdiction of Organization

Connecticut, U.SA.

Jurisdiction of Organization

Connecticut, U.SA.
Connecticut, U.S.A.
Canada

United Kingdom
Switzerland

Hong Kong
Australia

Canada

Hungary

Delaware, U.SA.
India

Jurisdiction of Organization

United Kingdom
Mauritius

Jurisdiction of Organization

Delaware, U.SA.

Jurisdiction of Organization

Cdlifornia, U.S.A.
Estonia
Russia




EXHIBIT 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We consent to the incorporation by reference in Registration Statement No. 333-142686 and Registration Statement No. 333-142687
on Form S-8 of our report dated March 27, 2008, relating to the consolidated financial statements and financial statement schedule of

Interactive Brokers Group, Inc. appearing in this Annual Report on Form 10-K of Interactive Brokers Group, Inc. for the year ended
December 31, 2007.

/s Deloitte & ToucheLLP
New York, New York
March 27, 2008




EXHIBIT 31.1
CERTIFICATION
I, Thomas Peterffy, certify that:

1. | have reviewed this Annual Report on Form 10-K for the year ended December 31, 2007 of Interactive Brokers
Group, Inc,;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respectsthe financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

4. The registrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e) and internal control over financia reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’ s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based
on such evaluation; and

(d) Disclosed in this report any change in the registrant’ sinternal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected,
or isreasonably likely to materially affect, the registrant’s internal control over financia reporting; and

5. Theregistrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the Audit Committee of the registrant’s board of directors (or persons performing
the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’ s ability to record, process, summarize and report financial
information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’ sinternal control over financial reporting.

By: /¢ Thomas Peterffy
Name: Thomas Peterffy
Title:  Chairman, Chief Executive Officer and President

Date: March 27, 2008




EXHIBIT 31.2
CERTIFICATION
I, Paul J. Brody, certify that:

1. | have reviewed this Annual Report on Form 10-K for the year ended December 31, 2007 of Interactive Brokers
Group, Inc,;

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact
necessary to make the statements made, in light of the circumstances under which such statements were made, not misleading with
respect to the period covered by this report;

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in
all material respectsthe financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented
in this report;

4. The registrant’s other certifying officer(s) and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e) and internal control over financia reporting (as defined in
Exchange Act Rules 13a-15(f) and 15d-15(f)) and have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under
our supervision, to ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to
us by others within those entities, particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be
designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of
financial statements for external purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’ s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based
on such evaluation; and

(d) Disclosed in this report any change in the registrant’ sinternal control over financial reporting that occurred during the
registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected,
or isreasonably likely to materially affect, the registrant’s internal control over financia reporting; and

5. Theregistrant’s other certifying officer(s) and | have disclosed, based on our most recent evaluation of internal control over
financial reporting, to the registrant’s auditors and the Audit Committee of the registrant’s board of directors (or persons performing
the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting
which are reasonably likely to adversely affect the registrant’ s ability to record, process, summarize and report financial
information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant’ sinternal control over financial reporting.

By: /s/ Paul J. Brody
Name: Paul J. Brody
Title:  Chief Financial Officer, Treasurer and Secretary

Date: March 27, 2008




EXHIBIT 32.1
CERTIFICATION

Pursuant to 18 U.S.C. 8§ 1350, the undersigned officer of Interactive Brokers Group, Inc. (the “Company”) hereby certifies that
the Company’s Annual Report on Form 10-K for the year ended December 31, 2007 (the “Report”) fully complies with the
requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934 and that the information contained in the
Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

By: /s Thomas Peterffy
Name: Thomas Peterffy

Title: Chairman, Chief Executive Officer and President
Date: March 27, 2008

The foregoing certification is being furnished solely pursuant to 18 U.S.C. § 1350 and is not being filed as part of the Report
or as a separate disclosure document.




EXHIBIT 32.2
CERTIFICATION

Pursuant to 18 U.S.C. 8§ 1350, the undersigned officer of Interactive Brokers Group, Inc. (the “Company”) hereby certifies that
the Company’s Annual Report on Form 10-K for the year ended December 31, 2007 (the “Report”) fully complies with the
requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange Act of 1934 and that the information contained in the
Report fairly presents, in all material respects, the financial condition and results of operations of the Company.

By: /s Paul J. Brody
Name: Paul J. Brody

Title:  Chief Financia Officer, Treasurer and Secretary
Date: March 27, 2008

The foregoing certification is being furnished solely pursuant to 18 U.S.C. § 1350 and is not being filed as part of the Report
or as a separate disclosure document.




Interactive Brokers

The Professional’s Gateway tothe World's Markets
Why Interactive Brokers?
Successful traders and investors understand that superior technology and lower trading costs can result in greater returns. For 30 years
we have been building direct access trading technology that delivers real advantages to professional s worldwide. With consolidated
equity capital that exceeds US $3.5 hillion, IB and its affiliates transact over 700,000 trades per day, and handle 14.1% of the world’s
equity options volume. In addition, our prudent and conservative risk policies make Interactive Brokers a safe haven for investors.
Discover some of the reasons why IB isthe professional traders' and investors' choice.
Globality

o Direct access to options, futures, forex, stocks, bonds and funds on over 60 market centersin 16 countries from a single screen.
e Trade assets denominated in multiple currencies from a single account.

o Convert currencies at market determined rates as low as 1/2 PIP wide, or create a position collateralized by a non-native currency.

SM

o Options, futures, forex, stocks, bonds and funds around the world are held and reported in asingle IB Universal Account .

Best Trade Execution & Trade Cost

* |B has automated every aspect of the trade process in-house, enabling us to offer ultralow commissions.

e |B SmartRouting®M is designed to search for the best price available at the time of your order, and unlike other routers, dynamically
route and re-route all or parts of your order to achieve optimal execution. According to The Transaction Auditing Group (TAG), a
third-party provider of audit services, Interactive Brokers' marketable customer U.S. equity options orders were improved 14.85%

of thetime vs. an industry improvement rate of 0.57%(1).

« |B independently routes US stock, option and futures spread order legs to the best possible venue or natively routes your
combination seeking price improvement, with 1B undertaking the risk of partially executed orders.

e |B SmartRouting AutorecoverySM re-routes your options orders in the case of an exchange malfunction, with 1B undertaking the risk
of double executions.

Risk Management & Control

¢ Our real-time margin system continuously enforces limits for each account, automatically liquidating positions if any individual
account violatesits limits at any time.

e |B Risk NavigatorsM, areal-time market risk management platform that unifies exposure across multiple asset classes around the
globe.

Trading Technology

o Market maker designed Trader Workstation (TWS) optimizes your trading speed with a single multi-product spreadsheet interface
offering real-time streaming quotes and quick click order entry.

e Simple, direct connection to our trading system, through the TWS APIs or using our CTCI FIX interface.

o Customized order entry modules designed to meet specific trading needs such as options, forex, spread and basket trading.
Financing

 Portfolio Margining Accounts, which in conjunction with real-time risk management, allows increased leverage with greater safety.
o Interest paid on Commodities Margin Collateral.

¢ Single Stock Future EFPs available as a financing aternative with market determined interest rates.

o Competitive interest rates paid on credit and short sale proceed balances.

o Competitive interest rates charged on debit balances.

Reporting

e Flexible download files availablein text or XML format.

e Customizable Activity Statementsin PDF or HTML format.

¢ Daily Margin Reports detail requirements by underlying.

(1) Source: The Transaction Auditing Group (TAG) for marketable equity option orders submitted January - June 2007
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Corporate Information
Executive Officersand Directors
Thomas Peterffy
Chairman of the Board of Directors,
Chief Executive Officer and President

Earl H. Nemser
Vice Chairman and Director

Paul J. Brody
Chief Financial Officer, Treasurer, Secretary and Director

Thomas A. Frank
Executive Vice President and Chief Information Officer

Milan Galik
Senior Vice President, Software Devel opment
and Director

Lawrence E. Harris
Director

Hans R. Stoll
Director

IversW. Riley
Director

Annual Meeting

The annual meeting of shareholderswill be held on July 8, 2008 in Greenwich, Connecticut.
Corporate Headquarters

One Pickwick Plaza

Greenwich, CT 06830

(877) 442-2757

wvvw.interactivebrokers.com

Transfer Agent and Registrar

Computershare Trust Company, N.A.
(800) 662-7232

Independent Auditors

Deloitte & Touche LLP

Common Stock

Our stock is listed on the NASDAQ Global Select Market under the symbol “IBKR”
Investor Relations

Deborah Liston

Director, Investor Relations

(203) 618-4070
investor-rel ations@interactivebrokers.com
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How do you build aglobal trading platform?

Making markets on over 70 exchangesin 25 countriesin 14 currencies in stocks, futures, options and forex and putting this powerful
engine in the hands of our brokerage clients by servicing customers from over 140 countriesisa good placeto start . . .

... when you have a long way to go.




