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UNITED STATES

SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-Q

(Mark One)

x QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

for the fiscal period ended September 30, 2009

o TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

for the transition period from              to              

Commission File Number 001-32722

INVESTMENT TECHNOLOGY GROUP, INC.
(Exact Name of Registrant as Specified in Its Charter)

Delaware 95 - 2848406
(State or Other Jurisdiction of Incorporation or

Organization)
(I.R.S. Employer Identification No.)
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380 Madison Avenue, New York, New York 10017
(Address of Principal Executive Offices) (Zip Code)

(212) 588 - 4000

(Registrant�s Telephone Number, Including Area Code)

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports), and (2) has been subject
to such filing requirements for the past 90 days. Yes  x   No  o

Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if any, every Interactive Data
File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§ 232.405 of this chapter) during the preceding 12 months (or
for such shorter period that the registrant was required to submit and post such files). Yes  o   No  o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See definitions of �large accelerated filer,� �accelerated filer,� and �smaller reporting company� in Rule 12b-2 of the Exchange Act.:

Large accelerated filer x Accelerated filer o

Non-accelerated filer o Smaller reporting company o
(Do not check if a smaller reporting company)

Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act) Yes o   No x

At October 30, 2009, the Registrant had 43,714,999 shares of common stock, $0.01 par value, outstanding.
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FORWARD-LOOKING STATEMENTS

In addition to the historical information contained throughout this Quarterly Report on Form 10-Q, there are forward-looking statements within
the meaning of Section 27A of the Securities Act of 1933, as amended (the �Securities Act�), Section 21E of the Securities Exchange Act of 1934,
as amended (the �Exchange Act�), and the Private Securities Litigation Reform Act of 1995. All statements regarding our expectations related to
our future financial position, results of operations, revenues, cash flows, dividends, financing plans, business and product strategies, competitive
positions, as well as the plans and objectives of management for future operations, and all expectations concerning securities markets, client
trading and economic trends are forward-looking statements.

Although we believe our expectations reflected in such forward-looking statements are based on reasonable assumptions, there can be no
assurance that such expectations will prove to have been correct. Important factors that could cause actual results to differ materially from the
expectations reflected in the forward-looking statements herein include, among others, the actions of both current and potential new competitors,
fluctuations in market trading volumes, financial market volatility, changes in commission pricing, evolving industry regulations, errors or
malfunctions in our systems or technology, rapid changes in technology, cash flows into or redemptions from equity mutual funds, effects of
inflation, customer trading patterns, the success of our products and service offerings, our ability to continue to innovate and meet the demands
of our customers for new or enhanced products, our ability to successfully integrate companies we have acquired, changes in tax policy or
accounting rules, fluctuations in foreign exchange rates, adverse changes or volatility in interest rates, as well as general economic, business,
credit and financial market conditions, internationally or nationally.

Certain of these factors, and other factors, are more fully discussed in Item 1A, Risk Factors, and Item 7, Management�s Discussion and
Analysis of Financial Condition and Results of Operations, in our Annual Report on Form 10-K, for the year ended December 31, 2008, which
you are encouraged to read. Our 2008 Annual Report on Form 10-K is also available through our website at http://investor.itg.com.
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PART I. � FINANCIAL INFORMATION

Item 1. Financial Statements

INVESTMENT TECHNOLOGY GROUP, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Financial Condition

(In thousands, except share amounts)

September 30,
2009

December 31,
2008

(unaudited)
Assets
Cash and cash equivalents $ 354,050 $ 352,960
Cash restricted or segregated under regulations and other 92,962 73,218
Deposits with clearing organizations 21,253 43,241
Securities owned, at fair value 6,736 6,399
Receivables from brokers, dealers and clearing organizations 590,138 328,528
Receivables from customers 857,125 300,158
Premises and equipment, net 40,577 48,321
Capitalized software, net 72,059 62,821
Goodwill 425,598 423,896
Other intangibles, net 29,047 31,094
Deferred taxes 6,455 2,591
Other assets 14,023 12,226
Total assets $ 2,510,023 $ 1,685,453

Liabilities and Stockholders� Equity
Liabilities:
Accounts payable and accrued expenses $ 221,591 $ 221,582
Short-term bank loans � 24,900
Payables to brokers, dealers and clearing organizations 854,382 232,527
Payables to customers 476,899 287,515
Securities sold, not yet purchased, at fair value 49 2,479
Income taxes payable 9,313 25,646
Deferred taxes 19,890 8,924
Long term debt 58,800 94,500
Total liabilities 1,640,924 898,073

Commitments and contingencies

Stockholders� Equity:
Preferred stock, $0.01 par value; 1,000,000 shares authorized; no shares issued or outstanding � �
Common stock, $0.01 par value; 100,000,000 shares authorized; 51,682,153 and 51,582,306
shares issued at September 30, 2009 and December 31, 2008, respectively, and 43,683,428
and 43,244,184 shares outstanding at September 30, 2009 and December 31, 2008,
respectively 517 516
Additional paid-in capital 230,234 219,830
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Retained earnings 816,946 766,319
Common stock held in treasury, at cost; 7,998,725 and 8,338,122 shares at September 30,
2009 and December 31, 2008, respectively (185,204) (193,206)
Accumulated other comprehensive income (net of tax) 6,606 (6,079)
Total stockholders� equity 869,099 787,380
Total liabilities and stockholders� equity $ 2,510,023 $ 1,685,453

See accompanying notes to unaudited condensed consolidated financial statements.
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INVESTMENT TECHNOLOGY GROUP, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Income (unaudited)

(In thousands, except per share amounts)

Three Months Ended
September 30,

Nine Months Ended
September 30,

2009 2008 2009 2008
Revenues:
Commissions and fees $ 132,069 $ 162,083 $ 407,113 $ 491,527
Recurring 22,145 21,958 65,290 65,888
Other 4,224 4,237 9,667 15,498
Total revenues 158,438 188,278 482,070 572,913

Expenses:
Compensation and employee benefits 56,758 64,640 175,833 194,038
Transaction processing 24,204 24,421 72,050 73,103
Occupancy and equipment 14,958 14,986 44,696 42,741
Telecommunications and data processing
services 13,770 14,026 41,052 39,214
Other general and administrative 20,307 23,004 60,705 69,537
Interest expense 407 1,637 2,220 5,593
Total expenses 130,404 142,714 396,556 424,226
Income before income tax expense 28,034 45,564 85,514 148,687
Income tax expense 10,556 18,393 34,887 62,788
Net income $ 17,478 $ 27,171 $ 50,627 $ 85,899

Earnings per share:
Basic $ 0.40 $ 0.63 $ 1.16 $ 1.97
Diluted $ 0.40 $ 0.62 $ 1.15 $ 1.95

Basic weighted average number of common
shares outstanding 43,627 43,463 43,479 43,598
Diluted weighted average number of common
shares outstanding 44,126 43,869 43,859 44,122

See accompanying notes to unaudited condensed consolidated financial statements.
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INVESTMENT TECHNOLOGY GROUP, INC. AND SUBSIDIARIES

Condensed Consolidated Statement of Changes in Stockholders� Equity (unaudited)

Nine Months Ended September 30, 2009

(In thousands, except share amounts)

Preferred
Stock

Common
Stock

Additional
Paid-in
Capital

Retained
Earnings

Common
Stock
Held in
Treasury

Accumulated
Other

Comprehensive
Income

Total
Stockholders�

Equity
Balance at January 1, 2009 $ � $ 516 $ 219,830 $ 766,319 $ (193,206) $ (6,079) $ 787,380

Net income � � � 50,627 � � 50,627
Other comprehensive
income:
Currency translation
adjustment � � � � � 12,366 12,366
Unrealized holding gain on
securities available-for-sale
(net of tax) � � � � � 50 50
Reclassification adjustment
for loss on hedging
instruments recognized in
net income (net of tax) � � � � � 269 269
Comprehensive income $ 63,312
Issuance of common stock
for employee stock options
(199,237 shares), share
awards (88,052 shares) and
employee stock unit awards
(124,966 shares) � 1 (2,545) � 9,549 � 7,005
Issuance of common stock
for the employee stock
purchase plan (99,848
shares) � � 1,832 � � � 1,832
Settlement of share-based
awards (72,858 shares) � � � � (1,547) � (1,547)
Share-based compensation � � 11,117 � � � 11,117
Balance at September 30,
2009 $ � $ 517 $ 230,234 $ 816,946 $ (185,204) $ 6,606 $ 869,099

See accompanying notes to unaudited condensed consolidated financial statements.
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INVESTMENT TECHNOLOGY GROUP, INC. AND SUBSIDIARIES

Condensed Consolidated Statements of Cash Flows (unaudited)

(In thousands)

Nine Months Ended
September 30,

2009 2008
Cash flows from Operating Activities:
Net income $ 50,627 $ 85,899
Adjustments to reconcile net income to net cash provided by operating activities
Depreciation and amortization 45,041 37,995
Deferred income tax expense 7,673 7,107
Provision for doubtful accounts (1,383) 24
Share-based compensation 11,605 8,180
Changes in operating assets and liabilities:
Cash restricted or segregated under regulations and other (17,080) (3,473)
Deposits with clearing organizations 21,988 1,581
Securities owned, at fair value (333) 2,060
Receivables from brokers, dealers and clearing organizations (240,505) (1,057,451)
Receivables from customers (492,182) (346,089)
Accounts payable and accrued expenses (2,178) 18,762
Payables to brokers, dealers and clearing organizations 581,922 506,774
Payables to customers 150,054 990,767
Securities sold, not yet purchased, at fair value (2,437) (261)
Income taxes payable (15,931) 2,222
Excess tax benefit from share-based payment arrangements (274) (2,480)
Other, net (723) (4,706)
Net cash provided by operating activities 95,884 246,911

Cash flows from Investing Activities:
Acquisition of subsidiaries, net of cash acquired (1,937) (5,714)
Acquisition of patent (450) �
Proceeds from sale of investments � 2,815
Capital purchases (8,703) (17,282)
Capitalization of software development costs (34,410) (32,234)
Net cash used in investing activities (45,500) (52,415)

Cash flows from Financing Activities:
Payments on short-term bank loans (24,900) (41,400)
Payments on long term debt (35,700) (28,500)
Excess tax benefit from share-based payment arrangements 274 2,480
Common stock issued 9,304 6,611
Common stock repurchased � (23,021)
Settlement of share-based awards (1,547) (2,915)
Net cash used in financing activities (52,569) (86,745)

Effect of exchange rate changes on cash and cash equivalents 3,275 (139)
Net increase in cash and cash equivalents 1,090 107,612
Cash and cash equivalents � beginning of year 352,960 183,757
Cash and cash equivalents � end of period $ 354,050 $ 291,369

Supplemental cash flow information
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Interest paid $ 5,134 $ 7,713
Income taxes paid $ 43,948 $ 53,357

See accompanying notes to unaudited condensed consolidated financial statements.
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INVESTMENT TECHNOLOGY GROUP, INC. AND SUBSIDIARIES

Notes to Condensed Consolidated Financial Statements (unaudited)

(1) Organization and Basis of Presentation

Investment Technology Group, Inc. (�ITG� or the �Company�) was formed as a Delaware corporation on July 22, 1983. Its principal subsidiaries
and affiliates include: (1) ITG Inc., AlterNet Securities, Inc. (�AlterNet�), ITG Derivatives LLC (�ITG Derivatives�) and POSIT Alert LLC (�POSIT
Alert�), United States (�U.S.�) broker-dealers, (2) Investment Technology Group Limited (�ITG Europe�), an institutional broker-dealer in Europe,
(3) ITG Australia Limited (�ITG Australia�), an institutional broker-dealer in Australia, (4) ITG Canada Corp. (�ITG Canada�), an institutional
broker-dealer in Canada, (5) ITG Hong Kong Limited (�ITG Hong Kong�), an institutional broker-dealer in Hong Kong, (6) ITG Japan Ltd. (�ITG
Japan�), an institutional broker-dealer in Japan, (7) ITG Software Solutions, Inc., our intangible property, software development and maintenance
subsidiary in the U.S., and (8) ITG Solutions Network, Inc. (�ITG Solutions Network�), a holding company for ITG Analytics, Inc. (�ITG
Analytics�), a provider of pre- and post- trade analysis, fair value and trade optimization services, The Macgregor Group, Inc. (�Macgregor�), a
provider of trade order management technology and network connectivity services for the financial community and Plexus Plan Sponsor
Group, Inc. (�Plexus�), a provider of trading process analysis, transition consulting and related services to the plan sponsor community.

Investment Technology Group, Inc. (NYSE: ITG) is a specialized agency brokerage and financial technology firm that partners with asset
managers globally to provide innovative solutions spanning the investment continuum. A leader in electronic trading since launching POSIT in
1987, ITG�s integrated approach now includes a range of products from portfolio management and pre-trade analysis to trade execution and
post-trade evaluation. Asset managers rely on ITG�s independence, experience and agility to help mitigate risk, improve performance and
navigate increasingly complex markets. The firm is headquartered in New York with offices in North America, Europe and the Asia Pacific
region.

The Company has four reportable operating segments: U.S. Operations, Canadian Operations, European Operations and Asia Pacific Operations,
following the realignment of the Company�s organizational structure to manage its business operations, planning and resource allocation as four
separate and distinct businesses commencing in the second quarter of 2009 (see Note 15, Segment Reporting, to the condensed consolidated
financial statements).

The U.S. Operations segment provides trading, trade order management, network connectivity and research services to institutional investors,
plan sponsors, brokers, alternative investment funds and money managers. The Canadian Operations segment provides trading, network
connectivity and research services. The European Operations segment includes our trading, trade order management, network connectivity and
research service businesses in Europe, as well as a technology research and development facility in Israel.  The Asia Pacific Operations segment
includes our trading, network connectivity and research service businesses in Australia, Hong Kong, Japan and Singapore.

The preparation of financial statements in conformity with accounting principles generally accepted in the U.S. (�U.S. GAAP�) requires
management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses and the disclosure
of contingent assets, liabilities, revenues and expenses. Actual results could differ from those estimates.
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The condensed consolidated financial statements and accompanying notes are prepared in accordance with U.S. GAAP. All material
intercompany balances and transactions have been eliminated in consolidation. The condensed consolidated financial statements reflect all
adjustments, which in the opinion of management, are necessary for the fair presentation of results.  We have changed the revenues caption
�commission revenues� to �commission and fee revenues� on the Condensed Consolidated Statements of Income to reflect the commission
equivalent fees earned on spread-based trades.

Certain information and footnote disclosures normally included in financial statements prepared in accordance with U.S. GAAP have been
condensed or omitted in accordance with Securities and Exchange Commission (�SEC�) rules and regulations; however, management believes that
the disclosures herein are adequate to make the information presented not misleading. This report should be read in conjunction with our
consolidated financial statements and footnotes included in our Annual Report on Form 10-K for the year ended December 31, 2008.

We have evaluated subsequent events through November 5, 2009, the date the financial statements were issued.

8
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Recent Accounting Pronouncements

On June 30, 2009, the Financial Accounting Standards Board (�FASB�) issued an accounting standard establishing the newly created FASB
Accounting Standards Codification � (�ASC� or �FASB Codification�) as the source of authoritative accounting principles under U.S. GAAP.  The
FASB Codification is a major restructuring of accounting and reporting standards designed to simplify user access to all authoritative U.S.
GAAP by providing the authoritative literature in a topically organized structure.  The FASB Codification became effective for interim and
annual periods ending after September 15, 2009, after which all existing non-SEC accounting and reporting standards were superseded, except
for FASB Statements Nos. 164, 166 and 167, which will remain authoritative until they are integrated into the FASB Codification.  This
accounting standard is codified in the FASB Codification under the Generally Accepted Accounting Principles Topic, ASC 105.

In June 2009, the FASB issued FASB Statement No. 166, Accounting for Transfers of Financial Assets � an amendment of FASB Statement
No. 140, (�FAS 166�) and FASB Statement No. 167, Amendments to FASB Interpretation No. 46(R), (�FAS 167�).  Both FAS 166 and FAS 167 are
not yet integrated into the FASB Codification.  FAS 166 provides for (i) the elimination of the concept of a �qualifying special-purpose entity�,
(ii) changes in the requirements for derecognizing financial assets and (iii) additional disclosure, including information about transfers of
financial assets (including securitization transactions) and continued exposure to the risks related to transferred financial assets.  FAS 167
changes how to determine when an entity that is sufficiently capitalized or is not controlled through voting or similar rights should be
consolidated.  This determination will be based on, amongst other factors, an entity�s purpose and design, as well as a company�s ability to direct
the activities of the entity that most significantly impact the entity�s economic performance.  FAS 167 will also require a company to provide
additional disclosure about its use of variable interest entities and any significant changes in risk exposure resulting from such use.  Both FAS
166 and FAS 167 will be effective as of the beginning of each reporting entity�s first annual reporting period that begins after November 15,
2009, for interim periods within that first annual reporting period, and for interim and annual reporting periods thereafter.  Earlier adoption is
prohibited.  With regard to FAS 166, the statement must be applied to transfers occurring on or after the effective date.  We do not expect the
adoption of either FAS 166 or FAS 167 to have a material impact on our consolidated results of operations and financial condition.

In May 2009, the FASB issued an accounting standard under the Subsequent Events Topic of the FASB Codification, ASC 855, which
established general standards of accounting for, and disclosure of, events that occur after the balance sheet date but before financial statements
are issued or available to be issued.  The standard requires the disclosure of the date through which an entity has evaluated subsequent events
and whether that date represents the date the financial statements were issued or were available to be issued. It is effective with interim and
annual financial periods ending after June 15, 2009.  The adoption of ASC 855 did not have a significant impact on the subsequent events that
we report, either through recognition or disclosure, in our financial statements.

In April 2009, the FASB issued three amendments to the Fair Value Measurements and Disclosures Topic, ASC 820, the Investments � Debt and
Equity Securities Topic, ASC 320, and the Financial Instruments Topic, ASC 825, of the FASB Codification.

The Fair Value Measurements and Disclosures Topic of the FASB Codification defines fair value as the price that would be received to sell an
asset or transfer a liability in an orderly transaction (that is, not a forced liquidation or distressed sale) between market participants at the
measurement date under current market conditions. The April amendment to this topic provides additional guidance on determining when the
volume and level of activity for an asset or liability has significantly decreased. It also includes guidance on identifying circumstances when a
transaction may not be considered orderly.  It provides a list of factors that a reporting entity should evaluate to determine whether there has
been a significant decrease in the volume and level of activity for an asset or liability in relation to normal market activity for an asset or
liability.  When the reporting entity concludes there has been a significant decrease in volume and level of activity, further analysis of the
information from that market is needed and significant adjustments to the related prices may be necessary to estimate fair value.  The
amendment clarifies that when there has been a significant decrease in the volume and level of activity for the asset or liability, some
transactions may not be orderly. In those situations, the entity must evaluate the weight of the evidence to determine whether the transaction is
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orderly. The amendment provides a list of circumstances that may indicate that a transaction is not orderly. A transaction price that is not
associated with an orderly transaction is given little, if any, weight when estimating fair value.

The April 2009 amendment to ASC 320 clarifies the interaction of the factors that should be considered when determining whether a debt
security is other-than-temporarily impaired.  If an entity�s management asserts that it does not have the intent to sell a debt security and it is more
likely than not that it will not have to sell the security before recovery of its cost basis, then an entity may separate other-than-temporary
impairments into two components: 1) the amount related to credit losses (recorded in earnings), and 2) all other amounts (recorded in other
comprehensive income).
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The April 2009 amendment to ASC 825 requires disclosures about fair value of financial instruments for interim reporting periods of publicly
traded companies as well as in annual financial statements.

All three April 2009 amendments include substantial additional disclosure requirements. The effective date for these new standards is the same:
interim and annual reporting periods ending after June 15, 2009, with early adoption permitted for periods ending after March 15, 2009.  The
adoption of these amendments did not have a material impact on our consolidated results of operations and financial condition.

In June 2008, an accounting standard was issued under the Earnings Per Share Topic of the FASB Codification, ASC 260, addressing whether
unvested share-based payment awards with rights to receive dividends or dividend equivalents should be considered participating securities for
the purposes of applying the two-class method of calculating earnings per share (�EPS�). The two-class method is an earnings allocation method
for computing EPS when an entity�s capital structure includes either two or more classes of common stock or common stock and participating
securities (a security that may participate in undistributed earnings with common stock, whether that participation is conditioned upon the
occurrence of a specified event or not, and regardless of the form of participation). This method determines EPS based on dividends declared on
common stock and participating securities and participation rights of participating securities in any undistributed earnings. In this issuance, the
FASB staff concluded that unvested share-based payment awards that contain rights to receive nonforfeitable dividends or dividend equivalents
(whether paid or unpaid) are participating securities, and thus, should be included in the two-class method of computing EPS. This standard is
effective for fiscal years beginning after December 15, 2008, and interim periods within those years. It also requires that all prior-period EPS
data be adjusted retrospectively. The adoption of these standards did not impact us as our unvested share-based payment awards do not contain
rights to receive nonforfeitable dividends or dividend equivalents.

In March 2008, the FASB issued an amendment to the Derivatives and Hedging Topic of the FASB Codification, ASC 815, requiring enhanced
disclosures regarding (i) how and why an entity uses derivative instruments, (ii) how derivative instruments and related hedged items are
accounted for and (iii) how derivative instruments and related hedged items affect an entity�s financial position, results of operations, and cash
flows.  The amendment is effective for financial statements issued for fiscal years and interim periods beginning after November 15, 2008, with
early adoption permitted.  The only impact of adopting this amendment was the expansion of our disclosure regarding derivative instruments
(see Note 3, Derivative Instruments, to the condensed consolidated financial statements).

In December 2007, the FASB issued accounting standards related to business combinations. These standards, which are codified primarily in the
Business Combinations Topic, ASC 805 and Intangibles-Goodwill and Other Topic, ASC 350, of the FASB Codification, significantly changed
the accounting for, and reporting of, business combination transactions in consolidated financial statements. In addition to expanding the scope
of acquisition accounting to all transactions and circumstances under which control of a business is obtained, significant changes in the
accounting for business combination transactions resulting from the new standards included: (i) recognition, with certain exceptions, of
100 percent of the fair value of assets acquired, liabilities assumed, and noncontrolling interests of acquired businesses, (ii) measurement of all
acquirer shares issued in consideration for a business combination at fair value on the acquisition date, (iii) recognition of contingent
consideration arrangements at their acquisition-date fair values, with subsequent changes in fair value generally reflected in income,
(iv) capitalization of in-process research and development assets acquired at acquisition date fair value, (v) recognition of acquisition-related
transaction costs as expense when incurred, (vi) recognition of acquisition-related restructuring cost accruals in acquisition accounting only if
certain criteria are met as of the acquisition date and (vii) recognition of changes in the acquirer�s income tax valuation allowance resulting from
the business combination separately from the business combination as adjustments to income tax expense.

In December 2007, the FASB also issued an accounting standard under the Consolidation Topic of the FASB Codification, ASC 810, which
significantly changed the accounting for noncontrolling interests.  These changes included: (i) classification of noncontrolling interests as a
component of consolidated shareholders� equity, (ii) income attributable to noncontrolling interests are reported as part of consolidated income
and not as a separate component of income or expense with income attributable to noncontrolling interest disclosed on the face of the income
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statement (the elimination of �minority interest� accounting in results of operations), (iii) attribution of losses to the noncontrolling interest is
required, even when those losses exceed the noncontrolling interest in the equity of the subsidiary, (iv) accounting for both increases and
decreases in a parent�s controlling ownership interest that do not result in a loss of control of the subsidiary as transactions in the equity of the
consolidated entity and (v) accounting for changes in a parent�s ownership interest that result in the loss of control of the subsidiary as a new
basis recognition event that results in a gain or loss recognition on both the transaction in which control is ceded and on the revaluation to fair
value of any retained ownership interest in the henceforth
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unconsolidated entity. In consolidated financial statements issued after the effective date of this standard, retroactive restatement of prior periods
is required for the directives described in points (i) and (ii), above.

The above mentioned accounting standards issued in December 2007 were required to be adopted simultaneously and are effective for the first
annual reporting period beginning on or after December 15, 2008.  The adoption of these standards did not impact our consolidated results of
operations or financial condition.

(2) Fair Value Measurements
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We adopted the accounting prescribed by the Fair Value Measurements and Disclosures Topic of the FASB Codification, ASC 820, for financial
assets and liabilities on January 1, 2008. The partial adoption of ASC 820, as it relates to financial assets and liabilities, did not have any impact
on our consolidated results of operations or financial position, other than additional disclosures. During the first quarter of 2009, we adopted
ASC 820 with regards to the prescribed accounting for non-financial assets and liabilities, which also did not have any impact on our
consolidated results of operations or financial position.

Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. In determining fair value, we use various methods including market, income and cost approaches. Based on these
approaches, we often use certain assumptions that market participants would use in pricing the asset or liability, including assumptions about
risk and/or the risks inherent in the inputs to the valuation technique. These inputs can be readily observable, market-corroborated, or generally
unobservable firm inputs. We use valuation techniques that maximize the use of observable inputs and minimize the use of unobservable inputs.
Based on the observability of the inputs used in the valuation techniques, we categorize our fair value measured financial instruments according
to the fair value hierarchy prescribed by ASC 820. The fair value hierarchy ranks the quality and reliability of the information used to determine
fair values. Financial assets and liabilities carried at fair value are classified and disclosed in one of the following three categories:

• Level 1: Fair value measurements using unadjusted quoted market prices in active markets for identical, unrestricted assets or
liabilities.

• Level 2: Fair value measurements using correlation with (directly or indirectly) observable market-based inputs, unobservable inputs
that are corroborated by market data, or quoted prices in markets that are not active.

• Level 3: Fair value measurements using inputs that are significant and not readily observable in the market.

Level 1 consists of financial instruments whose value is based on quoted market prices such as exchange-traded mutual funds and listed equities.

Level 2 includes financial instruments that are valued using models or other valuation methodologies. These models are primarily standard
models that consider various assumptions including time value, yield curve and other relevant economic measures. Substantially all of these
assumptions are observable in the marketplace, can be derived from observable data or are supported by observable levels at which transactions
are executed in the marketplace. Financial instruments in this category include non-exchange-traded derivatives such as currency forward
contracts.

Level 3 is comprised of financial instruments whose fair value is estimated based on internally developed models or methodologies utilizing
significant inputs that are generally less readily observable. We currently do not have any Level 3 assets or liabilities.

11
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Fair value measurements on a recurring basis are as follows (dollars in thousands):

September 30,
2009 Level 1 Level 2 Level 3

Assets
Cash and cash equivalents:
Tax free money market mutual funds $ 8,772 $ 8,772 $ � $ �
U.S. Government money market mutual funds 244,894 244,894 � �
Money market mutual funds 4,576 4,576 � �
Securities owned, at fair value:
Trading securities 115 115 � �
Available-for-sale securities 1,602 1,602 � �
Equity index mutual funds 3,166 3,166 � �
Bond mutual funds 1,853 1,853 � �
Total $ 264,978 $ 264,978 $ � $ �

Liabilities
Accounts payable and accrued expenses:
Currency forward contracts $ 6 $ � $ 6 $ �
Securities sold, not yet purchased, at fair value:
Common stock 49 49 � �
Total $ 55 $ 49 $ 6 $ �

Cash and cash equivalents principally represent U.S. Government money market mutual funds.

Securities owned, at fair value and securities sold, not yet purchased includes common stocks, equity index mutual funds and bond mutual funds,
all of which are exchange traded.

Currency forward contracts are valued based upon forward exchange rates and approximate the credit risk adjusted discounted net cash flow that
would have been realized if the contracts had been sold at the balance sheet date.

(3) Derivative Instruments

Derivative Contracts

All derivative instruments are recorded on the Condensed Consolidated Statements of Financial Condition at fair value in other assets or
accounts payable and accrued expenses. Recognition of the gain or loss that results from recording and adjusting a derivative to fair value
depends on the intended purpose for entering into the derivative contract. Gains and losses from derivatives that are not accounted for as hedges
under the Derivatives and Hedging Topic of the FASB Codification, ASC 815, are recognized immediately in income. For derivative
instruments that are designated and qualify as a fair value hedge, the gains or losses from adjusting the derivative to its fair value will be
immediately recognized in income and, to the extent the hedge is effective, offset the concurrent recognition of changes in the fair value of the
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hedged item. Gains or losses from derivative instruments that are designated and qualify as a cash flow hedge will be recorded on the Condensed
Consolidated Statements of Financial Condition in accumulated other comprehensive income (�OCI�) until the hedged transaction is recognized in
income. However, to the extent the hedge is deemed ineffective, the ineffective portion of the change in fair value of the derivative will be
recognized immediately in income. For discontinued cash flow hedges, prospective changes in the fair value of the derivative are recognized in
income. Any gain or loss in accumulated other comprehensive income at the time the hedge is discontinued will continue to be deferred until the
original forecasted transaction occurs. However, if it is determined that the likelihood of the original forecasted transaction is no longer
probable, the entire related gain or loss in accumulated other comprehensive income is immediately reclassified into income.

Cash Flow Hedges

In 2006, we entered into interest rate swaps to hedge the risk related to the variability of our LIBOR-based interest payments that we believed
were probable to occur over the next three years. The interest rate swaps, which were designated as hedging instruments in a cash flow hedge,
matured on March 31, 2009.  During 2009, the final settlement of these swaps increased interest expense by approximately $0.5 million.
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Economic Hedges

We enter into three month forward contracts to sell Euros and buy British Pounds to economically hedge against the risk of currency movements
on Euro deposits we hold in banks across Europe for equity trade settlement. When a contract matures, an assessment is made as to whether or
not the contract value needs to be amended prior to entering into another, to ensure continued economic hedge effectiveness. As we have not
designated these contracts as hedges, the changes to their fair value are recognized immediately in income.  Our counterparty agreements do not
contain any credit-risk related contingent features.  There were no open three month forward contracts outstanding at September 30, 2009.

Some of our clients request trade settlement in a currency other than the currency in which the trade was executed and we enter into foreign
exchange contracts in order to close out the resulting foreign currency position.  The foreign exchange deals are executed the same day as the
underlying trade for value on the trade settlement date, typically three days later.  As we have not designated these contracts as hedges, the
changes to their fair value are recognized immediately in income.

Fair Values and Effects of Derivatives Held

We classify asset derivatives as other assets on the Condensed Consolidated Statements of Financial Condition. At September 30, 2009 and
December 31, 2008, we did not have any asset derivative instruments.

The following table summarizes the fair values of our liability derivative instruments (dollars in thousands), which are included in accounts
payable and accrued expenses on the Condensed Consolidated Statements of Financial Condition:

Liability Derivatives
Fair Value

September 30, 2009 December 31, 2008
Derivatives designated as hedging instruments:
Interest rate swaps $ � $ 449
Total derivatives designated as hedging instruments � 449

Derivatives not designated as hedging instruments:
Currency forward contracts 6 5,664
Total derivatives not designated as hedging instruments 6 5,664
Total derivatives $ 6 $ 6,113

All currency forward contracts open at September 30, 2009 matured in October 2009.

The following table summarizes the impact of the effective portion of our derivative instruments on our results of operations (dollars in
thousands).  Losses were reclassified from accumulated other comprehensive income into interest expense on the Condensed Consolidated
Statements of Income (see Note 13, Other Comprehensive Income, to the condensed consolidated financial statements).
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Gain/(Loss) Recognized in OCI on Derivatives
(Effective Portion)

Gain/(Loss) Reclassified from Accumulated
OCI into Income (Effective Portion)

September 30, September 30,
Derivative Cash Flow Hedging
Relationships 2009 2008 2009 2008
Three Months Ended
Interest rate swaps $ � $ 475 $ � $ (347)
Total $ � $ 475 $ � $ (347)

Nine Months Ended
Interest rate swaps $ � $ (389) $ (450) $ (777)
Total $ � $ (389) $ (450) $ (777)

As of September 30, 2009 and 2008, we did not have any derivative instruments deemed ineffective, thus no gain or loss was recognized in our
Condensed Consolidated Statements of Income.

13
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The following table summarizes the impact our derivative instruments not designated as hedging instruments under ASC 815 had on our results
of operations (dollars in thousands) which are recorded in other general and administrative expense in the Condensed Consolidated Statements
of Income.

Gain/(Loss) Recognized in Income on Derivatives
September 30,

Derivatives Not Designated as Hedging Instruments-under ASC 815 2009 2008
Three Months Ended
Currency forward contracts $ 60 $ 60
Total $ 60 $ 60

Nine Months Ended
Currency forward contracts $ (13) $ 486
Total $ (13) $ 486

(4) Cash Restricted or Segregated Under Regulations and Other

Cash restricted or segregated under regulations and other represents (i) funds on deposit for the purpose of securing working capital facilities for
clearing and settlement activities in Hong Kong, (ii) a special reserve bank account for the exclusive benefit of customers (�Special Reserve Bank
Account�) maintained by ITG Inc. in accordance with Rule 15c3-3 of the Securities Exchange Act of 1934 (�Customer Protection Rule�), (iii) funds
relating to the securitization of a letter of credit and a bank guarantee supporting two Macgregor leases, (iv) funds on deposit for European trade
settlement activity, (v) segregated balances maintained by our Japanese business on behalf of its customers under certain directed brokerage
arrangements and (vi) funds relating to the securitization of a bank guarantee supporting an Australian lease.

(5) Securities Owned and Sold, Not Yet Purchased

The following is a summary of securities owned and securities sold, not yet purchased (dollars in thousands):

Securities Owned
Securities Sold, Not Yet

Purchased
September 30,

2009
December 31,

2008
September 30,

2009
December 31,

2008
Corporate stocks�trading securities $ 115 $ 512 $ 49 $ 2,479
Corporate stocks�available-for-sale 1,602 1,518 � �
Mutual funds 5,019 4,369 � �
Total $ 6,736 $ 6,399 $ 49 $ 2,479

Securities owned consists of securities positions held by the Company resulting from temporary positions in securities incurred in the normal
course of our agency trading business, mutual fund positions, and 55,440 shares of common stock in NYSE Euronext, Inc. (�NYX Shares�).
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Securities sold, not yet purchased consist of short positions in securities resulting from temporary positions in securities incurred in the normal
course of our agency trading business.

Available-for-Sale Securities

Unrealized holding gains and losses on available-for-sale securities, net of tax effects, which are reported in accumulated other comprehensive
income until realized, are as follows (dollars in thousands):

After-Tax Unrealized Holding
Gain/(Loss)

September 30,
2009

December 31,
2008

Positions with net gains $ 50 $ �
Positions with net (losses) � �
Total gain/(loss) $ 50 $ �

There were no sales of available-for-sale securities during the three and nine month periods ending September 30, 2009 and 2008.
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(6) Income Taxes

We recognize the tax benefit from an uncertain tax position only if it is more likely than not that the tax position will be sustained upon
examination by the taxing authorities based on the technical merits of the position. The tax benefits recognized in the financial statements from
such a position are measured based on the largest benefit that has a greater than fifty percent likelihood of being realized upon ultimate
resolution.

During 2009, we resolved uncertain tax positions in the U.S. for fiscal years 2001 through 2007 resulting in a decrease in our liability of $14.8
million (including interest of $5.1 million), as well as the related deferred tax assets of $5.6 million.  As a result of this, we recognized a net tax
benefit of $2.5 million for the year to date.

We had unrecognized tax benefits for tax positions taken of $10.8 million and $18.4 million at September 30, 2009 and December 31, 2008,
respectively. We had accrued interest expense of $1.0 million and $3.6 million, net of related tax effects, related to our unrecognized tax benefits
at September 30, 2009 and December 31, 2008, respectively.

(7) Goodwill and Other Intangibles

The following is a summary of goodwill and other intangibles (dollars in thousands):

Goodwill Other Intangibles, Net
September 30,

2009
December 31,

2008
September 30,

2009
December 31,

2008
U.S. Operations $ 391,103 $ 389,159 $ 27,717 $ 29,720
European Operations 31,537 31,588 981 1,018
Asia Pacific Operations 2,958 3,149 349 356
Total $ 425,598 $ 423,896 $ 29,047 $ 31,094

During 2009, we recorded approximately $1.9 million of goodwill in additional purchase price consideration related to the July 31, 2007
acquisition of Redsky Financial, LLC (now ITG Derivatives).  We also recorded approximately $0.5 million of intangible assets related to the
purchase of an intellectual property related patent with a remaining useful life of approximately 17 years.

Amortizable other intangibles are amortized over their respective estimated useful lives, which range from three to eighteen years. During the
three and nine months ended September 30, 2009, we recognized intangible amortization expense of $0.8 million and $2.5 million compared
with $0.7 million and $2.1 million in the prior year periods, respectively.  At September 30, 2009, other intangible assets not subject to
amortization amounted to $9.7 million, of which $9.2 million related to POSIT and certain other proprietary trade names.
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During the nine months ended September 30, 2009, no goodwill or other intangibles were deemed impaired and accordingly, no write-off was
required.

(8) Receivables and Payables

Receivables from, and Payables to, Brokers, Dealers and Clearing Organizations

The following is a summary of receivables from, and payables to, brokers, dealers and clearing organizations (dollars in thousands):

Receivables from Payables to
September 30,

2009
December 31,

2008
September 30,

2009
December 31,

2008
Broker-dealers $ 362,571 $ 300,754 $ 642,796 $ 226,515
Clearing organizations 482 6,981 2 97
Deposits for securities borrowed 227,376 21,717 � �
Securities loaned � � 211,584 5,915
Allowance for doubtful accounts (291) (924) � �
Total $ 590,138 $ 328,528 $ 854,382 $ 232,527
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Receivables from, and Payables to, Customers

The following is a summary of receivables from, and payables to, customers (dollars in thousands):

Receivables from Payables to
September 30,

2009
December 31,

2008
September 30,

2009
December 31,

2008
Customers $ 858,350 $ 302,324 $ 476,899 $ 287,515
Allowance for doubtful accounts (1,225) (2,166) � �
Total $ 857,125 $ 300,158 $ 476,899 $ 287,515

(9) Accounts Payable and Accrued Expenses

The following is a summary of accounts payable and accrued expenses (dollars in thousands):

September 30,
2009

December 31,
2008

Accrued research payables $ 53,753 $ 44,261
Accrued compensation and benefits 50,665 70,464
Trade payables 48,494 34,020
Deferred compensation 25,867 28,959
Deferred revenue 12,269 12,720
Acquisition payment obligation 5,487 5,511
Accrued transaction processing 4,962 3,589
Other accrued expenses 20,094 22,058
Total $ 221,591 $ 221,582

(10) Short-Term Bank Loans

We fund our U.S. securities settlement operations with operating cash or with short-term bank loans. We have established pledge facilities with
two banks, JPMorgan Chase Bank, N.A. and The Bank of New York Mellon, for this purpose. Borrowings under these arrangements generally
bear interest at the federal funds rate plus a spread of 50 - 120 basis points, depending upon the amount borrowed and are repayable on demand
(generally the next business day). The short-term bank loans are collateralized by the securities underlying the transactions, which equal up to
125% of the borrowings. At September 30, 2009, we had no short-term bank loans outstanding under these pledge facilities.  At December 31,
2008, we had $24.9 million in short-term bank loans at a weighted average interest rate of 1.75%.

We also have a $15.0 million unsecured line of credit with The Bank of New York Mellon bearing interest at a negotiable rate. Each advance
under the line of credit is due at a specified maturity date with no prepayment option. At September 30, 2009, we had no borrowings outstanding
under this facility.
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(11) Long Term Debt

On January 3, 2006, we entered into a $225.0 million credit agreement fully underwritten by a syndicate of banks. The credit agreement consists
of a five-year term loan in the amount of $200.0 million (�Term Loan�) and a five-year revolving facility in the amount of $25.0 million
(�Revolving Credit Facility�). The Term Loan and Revolving Credit Facility are secured by substantially all of the Company�s assets. We utilized
the $200.0 million Term Loan on January 3, 2006, to partially finance the acquisitions of Macgregor and Plexus. The Revolving Credit Facility
is available for future working capital purposes and is not drawn upon as of the filing date of this Quarterly Report on Form 10-Q.  Commitment
fees are payable on the Revolving Credit Facility at a rate of 0.30% per year. The current borrowings under the Term Loan bear interest based
upon the Three-Month London Interbank Offered Rate (�LIBOR�) plus a margin of 1.25%. We incurred $2.3 million of debt issuance costs,
primarily underwriting fees, related to the creation of the facility. The debt issuance costs are included in other assets on the accompanying
Condensed Consolidated Statement of Financial Condition and are amortized to interest expense over the life of the loan.

16

Edgar Filing: INVESTMENT TECHNOLOGY GROUP INC - Form 10-Q

30



Table of Contents

At September 30, 2009, we had $58.8 million in outstanding debt under the Term Loan following scheduled principal payments of $35.7 million
during the first nine months of 2009, compared with payments of $28.5 million in the comparable 2008 period.  Principal and interest payments
on the Term Loan are due on a quarterly basis. The remaining scheduled principal repayments are as follows (dollars in millions):

Year Aggregate Amount
2009 $ 11.9
2010 46.9

$ 58.8

Interest expense on the credit facility, including amortization of debt issuance costs and net settlement payments on interest rate swaps, totaled
$0.4 million and $2.2 million in the three and nine month periods ended September 30, 2009 compared with $1.6 million and $5.6 million in the
prior year periods, respectively.

Pursuant to the terms of the credit agreement, we are required to maintain certain financial ratios and operating statistics, and we will also be
subject to certain operational limitations, including limitations on our ability to incur additional indebtedness, to make certain fundamental
company changes (such as mergers, acquisitions and dispositions of assets), to make dividends and distributions on our capital stock and to
undertake certain capital expenditures. Also pursuant to the terms of the credit agreement, in March 2006, we entered into interest rate swap
agreements which effectively fixed our interest rate on a portion of the outstanding Term Loan amount at 6.314% for a period of three years that
ended March 31, 2009.

(12) Earnings Per Share

The following is a reconciliation of the basic and diluted earnings per share computations (amounts in thousands, except per share amounts):

September 30,
2009 2008

Three Months Ended
Net income for basic and diluted earnings per share $ 17,478 $ 27,171
Shares of common stock and common stock equivalents:
Average common shares used in basic computation 43,627 43,463
Effect of dilutive securities 499 406
Average common shares used in diluted computation 44,126 43,869
Earnings per share:
Basic $ 0.40 $ 0.63
Diluted $ 0.40 $ 0.62

Nine Months Ended
Net income for basic and diluted earnings per share $ 50,627 $ 85,899
Shares of common stock and common stock equivalents:
Average common shares used in basic computation 43,479 43,598
Effect of dilutive securities 380 524
Average common shares used in diluted computation 43,859 44,122
Earnings per share:
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Basic $ 1.16 $ 1.97
Diluted $ 1.15 $ 1.95

The following is a summary of anti-dilutive equity awards not included in the detailed earnings per share computations (amounts in thousands):

September 30,
2009 2008

Three months ended 695 685
Nine months ended 687 445
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(13) Other Comprehensive Income

The components and allocated tax effects of other comprehensive income for the periods ended September 30, 2009 and December 31, 2008 are
as follows (dollars in thousands):

Before Tax
Effects

Tax
Effects

After Tax
Effects

September 30, 2009
Currency translation adjustment $ 6,556 $ � $ 6,556
Unrealized holding gain on securities, available-for-sale 84 (34) 50
Unrealized loss on hedging activities:
Beginning balance (449) 181 (268)
Unrealized losses arising during period (1) � (1)
Reclassification adjustment for losses recognized in net income 450 (181) 269
Net unrealized loss on hedging activities � � �
Total $ 6,640 $ (34) $ 6,606

December 31, 2008
Currency translation adjustment $ (5,810) $ � $ (5,810)
Unrealized holding gain / (loss) on securities, available-for-sale:
Beginning balance 91 (37) 54
Unrealized holding losses arising during period (1,610) 658 (952)
Reclassification adjustment for losses recognized in net income 1,519 (621) 898
Net unrealized holding gain / (losses) on securities, available-for-sale � � �
Unrealized loss on hedging activities (449) 180 (269)
Total $ (6,259) $ 180 $ (6,079)

In 2006, we entered into interest rate swaps to hedge the risk related to the variability of our LIBOR-based interest payments that we believed
were probable to occur over the next three years. The interest rate swaps, which were designated as hedging instruments in a cash flow hedge,
matured on March 31, 2009.  During 2009, an after tax loss of $0.3 million was reclassified out of accumulated other comprehensive income and
into income.

Unrealized holding gains and losses on securities, available-for-sale relates to the NYX Shares we received as part of the merger of the New
York Stock Exchange and Archipelago Holdings Inc. on March 9, 2006.  During 2008, an after-tax unrealized holding loss of $898 thousand
was reclassified out of accumulated other comprehensive income and into income as we believed that the decrease in the value of those shares
was other-than-temporary and therefore wrote down their value to reflect the December 31, 2008 fair market value of $1.5 million.  This fair
value became the cost basis and subsequent temporary price changes are reported in accumulated other comprehensive income.  At
September 30, 2009, there were no securities that were other-than-temporarily impaired.

Deferred taxes have not been provided on the cumulative undistributed earnings of foreign subsidiaries or the cumulative translation adjustment
related to those investments since such amounts are expected to be reinvested indefinitely.

(14) Net Capital Requirement
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ITG Inc., AlterNet, Blackwatch Brokerage Inc. (�Blackwatch�), ITG Derivatives and POSIT Alert are subject to the Uniform Net Capital
Rule (Rule 15c3-1) under the Exchange Act, which requires the maintenance of minimum net capital. ITG Inc. has elected to use the alternative
method permitted by Rule 15c3-1, which requires that ITG Inc. maintain minimum net capital equal to the greater of $1.0 million or 2% of
aggregate debit balances arising from customer transactions. AlterNet, Blackwatch, ITG Derivatives and POSIT Alert have elected to use the
basic method permitted by Rule 15c3-1, which requires that they maintain minimum net capital equal to the greater of $100,000 for AlterNet,
$500,000 for ITG Derivatives and $5,000 for Blackwatch and POSIT Alert, or 6 2/3% of aggregate indebtedness.  Dividends or withdrawals of
capital cannot be made if capital is needed to comply with regulatory requirements.
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Our net capital balances and the amounts in excess of required net capital at September 30, 2009 for our U.S. Operations are as follows (dollars
in millions):

Net Capital Excess Net Capital
U.S. Operations
ITG Inc. $ 179.5 $ 178.5
AlterNet 3.8 3.6
Blackwatch 4.7 4.6
ITG Derivatives 12.5 12.0
POSIT Alert 4.7 4.6

As of September 30, 2009, ITG Inc. had a $36.3 million cash balance in a Special Reserve Bank Account for the benefit of customers and
brokers under the Customer Protection Rule pursuant to SEC Rule 15c3-3, Computation for Determination of Reserve Requirements.

In addition, our Canadian, European and Asia Pacific Operations had regulatory capital in excess of the minimum requirements applicable to
each business as of September 30, 2009, as summarized in the following table (dollars in millions):

Excess Net Capital
Canadian Operations
Canada $ 49.8

European Operations
Europe $ 21.0

Asia Pacific Operations
Australia $ 4.0
Hong Kong 9.4
Japan 2.1

(15) Segment Reporting

ITG realigned its organizational structure to manage its business operations, planning and resource allocation as four separate and distinct
businesses commencing in the second quarter of 2009.  Prior to this, the Company managed its business with three segment managers who were
responsible for their respective U.S., Canadian and International Operations. Under the new organizational structure, the European and Asia
Pacific businesses, which formerly comprised the International Operations segment, are managed as separate businesses, each under their own
segment manager reporting to ITG�s Chief Executive Officer.  Accordingly, the information relating to the prior corresponding periods has been
restated to conform to the current segments.

The U.S. Operations segment provides trading, trade order management, network connectivity and research services to institutional investors,
plan sponsors, brokers, alternative investment funds and money managers. The Canadian Operations segment provides trading, network
connectivity and research services. The European Operations segment includes our trading, trade order management, network connectivity and
research service businesses in Europe, as well as a technology research and development facility in Israel.  The Asia Pacific Operations segment
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includes our trading, network connectivity and research service businesses in Australia, Hong Kong, Japan and Singapore.

The accounting policies of the reportable segments are the same as those described in Note 2, Summary of Significant Accounting Policies, in
our Annual Report on Form 10-K for the year ended December 31, 2008.  The Company allocates resources to, and evaluates the performance
of, its reportable segments based on income before income tax expense. Consistent with the Company�s resource allocation and operating
performance evaluation approach, the effects of inter-segment activities are eliminated except in limited circumstances where certain technology
related costs are allocated to a segment to support that segment�s revenue producing activities. Commission and fee revenues are principally
attributed to each segment based upon the location of execution of the related transaction, while recurring revenues are principally attributed
based upon the location of the contractual ITG entity.

A summary of the segment financial information is as follows (dollars in thousands):
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U.S.
Operations

Canadian
Operations

European
Operations

Asia Pacific
Operations Consolidated

Three Months Ended September,
2009
Total revenues $ 114,647 $ 15,703 $ 19,344 $ 8,744 $ 158,438
Income /(loss) before income tax
expense 26,891 3,895 1,491 (4,243) 28,034
Capital purchases 1,783 586 1,092 283 3,744

Three Months Ended September,
2008
Total revenues $ 141,113 $ 21,089 $ 18,647 $ 7,429 $ 188,278
Income / (loss) before income tax
expense 42,599 6,771 (1,450) (2,356) 45,564
Capital purchases 3,032 175 839 714 4,760

Nine Months Ended September,
2009
Total revenues $
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