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Investment Technology Group, ITG, the ITG logo, AlterNet, ITG Net, POSIT, POSIT Alert, RFQ‑hub and Triton are
registered trademarks or service marks of the Investment Technology Group, Inc. companies. Single Ticket Clearing and
Algo Wheel are trademarks or service marks of the Investment Technology Group, Inc. companies.
PRELIMINARY NOTES
When we use the terms “ITG,” the “Company,” “we,” “us” and “our,” we mean Investment Technology Group, Inc.
and its consolidated subsidiaries.
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, 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, stock repurchases, 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. In some cases, you can identify these statements by forward‑looking words
such as “may,” “might,” “will,” “could,” “should,” “would,” “expect,” “plan,” “anticipate,” “believe,” “estimate,” “predict,”
“trend,” “potential” or “continue” and the negative of these terms and other comparable terminology.
Although we believe our expectations reflected in such forward‑looking statements are based on reasonable
assumptions and beliefs, and on information currently available to our management, 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, general economic, business, credit,
political and financial market conditions, both internationally and domestically, financial market volatility, fluctuations in
market trading volumes, effects of inflation, adverse changes or volatility in interest rates, fluctuations in foreign exchange
rates, evolving industry regulations and increased regulatory scrutiny, the outcome of contingencies such as legal
proceedings or governmental or regulatory investigations and customer or shareholder reaction to, or further proceedings or
sanctions based on, such matters, the volatility of our stock price, changes in tax policy or accounting rules, the ability of the
Company to utilize its loss and tax credit carryforwards, the actions of both current and potential new competitors, changes
in commission pricing, rapid changes in technology, errors or malfunctions in our systems or technology, operational risks
related to misconduct or errors by our employees or entities with which we do business, cash flows into or redemptions from
equity mutual funds, ability to meet the capital and liquidity requirements of our securities businesses and the related
clearing of our customers’ trades, 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 protect our
intellectual property, our ability to execute on strategic initiatives or transactions, our ability to attract and retain talented
employees, and our ability to pay dividends or repurchase our common stock in the future.
Certain of these factors, and other factors, are more fully discussed in Item 1A, Risk Factors, Item 7, Management’s
Discussion and Analysis of Financial Condition and Results of Operations, and Item 7A, Quantitative and Qualitative
Disclosures about Market Risk, in our Annual Report on Form 10-K for the year ended December 31, 2017, which you are
encouraged to read. Our 2017 Annual Report on Form 10-K is also available through our website at http://investor.itg.com
under “SEC Filings.”
We disclaim any duty to update any of these forward‑looking statements after the filing of this report to conform our prior
statements to actual results or revised expectations and we do not intend to do so. These forward‑looking statements should
not be relied upon as representing our views as of any date subsequent to the filing of this report.
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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)
March 31,
2018

Assets
Cash and cash equivalents
Cash restricted or segregated under regulations and other
Deposits with clearing organizations
Securities owned, at fair value
Receivables from brokers, dealers and clearing organizations
Receivables from customers
Premises and equipment, net
Capitalized software, net
Goodwill
Intangibles, net
Income taxes receivable
Deferred tax assets
Other assets
Total assets
Liabilities and Stockholders’ Equity
Liabilities:
Accounts payable and accrued expenses
Short-term bank loans
Payables to brokers, dealers and clearing organizations
Payables to customers
Securities sold, not yet purchased, at fair value
Income taxes payable
Deferred tax liabilities
Term debt
Total liabilities
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; 52,717,707 and 52,639,823
shares issued at March 31, 2018 and December 31, 2017, respectively
Additional paid-in capital
Retained earnings
Common stock held in treasury, at cost; 19,680,039 and 20,038,809 shares at
March 31, 2018 and December 31, 2017, respectively
Accumulated other comprehensive loss (net of tax)
Total stockholders’ equity
Total liabilities and stockholders’ equity

$ 230,314
19,242
71,520
1,256
190,518
118,357
52,947
40,730
11,465
13,869
873
4,386
45,191
$ 800,668

$

$ 171,351
83,414
132,143
41,196
—
5,377
1,741
2,509
437,731

$

$

287,452
18,599
57,388
1,559
193,907
74,695
53,960
41,259
11,054
14,040
3,917
4,902
22,124
784,856

166,495
101,422
119,278
23,568
1
6,003
1,750
3,104
421,621

—

—

527
242,008
488,993

526
250,216
486,957

(348,263)
(20,328)
362,937
$ 800,668

See accompanying notes to unaudited condensed consolidated financial statements.
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December 31,
2017

(353,067)
(21,397)
363,235
$ 784,856
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INVESTMENT TECHNOLOGY GROUP, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Operations (unaudited)
(In thousands, except per share amounts)
Three Months Ended
March 31,
2018
2017

Revenues:
Commissions and fees
Recurring
Other
Total revenues
Expenses:
Compensation and employee benefits
Transaction processing
Occupancy and equipment
Telecommunications and data processing services
Restructuring charges
Other general and administrative
Interest expense
Total expenses
Income before income tax expense (benefit)
Income tax expense (benefit)
Net income
Income per share:
Basic
Diluted
Basic weighted average number of common shares outstanding
Diluted weighted average number of common shares outstanding

$ 109,569
19,562
2,353
131,484

$ 99,880
18,950
2,005
120,835

45,787
27,080
14,775
12,603
7,165
17,691
486
125,587
5,897
1,520
$
4,377

46,684
24,856
15,622
12,027
—
17,315
520
117,024
3,811
(1,491)
$
5,302

$
$

$
$

0.13
0.13
32,890
33,993

See accompanying notes to unaudited condensed consolidated financial statements.
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0.16
0.16
32,949
34,130
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INVESTMENT TECHNOLOGY GROUP, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Comprehensive Income (unaudited)
(In thousands)
Three Months Ended
March 31,
2018
2017

Net income
Other comprehensive income, net of tax:
Currency translation adjustment
Other comprehensive income
Comprehensive income

$

4,377

$

1,069
1,069
5,446

See accompanying notes to unaudited condensed consolidated financial statements.
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$

5,302

$

2,026
2,026
7,328
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INVESTMENT TECHNOLOGY GROUP, INC. AND SUBSIDIARIES
Condensed Consolidated Statement of Changes in Stockholders’ Equity (unaudited)
Three Months Ended March 31, 2018
(In thousands, except share amounts)

Balance at January 1, 2018
Net income
Other comprehensive income
Issuance of common stock in connection
with restricted stock unit awards
(1,022,915 shares)
Shares withheld for net settlements of
share-based awards (407,358 shares)
Purchase of common stock for treasury
(180,333 shares)
Dividends declared on common stock
Share-based compensation
Cumulative effect of accounting change
Balance at March 31, 2018

Preferred
Stock
$
—
—
—

$

Common
Stock
$
526
—
—

Accumulated
Other
Comprehensive
Income/(Loss)
$
(21,397)
—
1,069

Retained
Earnings
$486,957
4,377
—

(16,506)

—

16,671

—

—

(8,321)

—

(8,321)

(3,571)
25
—

—
—
—

(3,571)
(2,267)
8,295
(46)
362,937

—

1

—

—

—

—
—
—
—
—

—
—
—
—
527

—
3
8,295
—
$ 242,008

$

Common
Stock
Held in
Treasury
$(353,067)
—
—

Additional
Paid-in
Capital
$ 250,216
—
—

—
(2,295)
—
(46)
$488,993

$(348,263)

$

(20,328)

See accompanying notes to unaudited condensed consolidated financial statements.
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Total
Stockholders’
Equity
$
363,235
4,377
1,069
166

$
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INVESTMENT TECHNOLOGY GROUP, INC. AND SUBSIDIARIES
Condensed Consolidated Statements of Cash Flows (unaudited)
(In thousands)
Three Months Ended March 31,
2018
2017
Cash Flows from Operating Activities:
Net income
Adjustments to reconcile net income to net cash used in operating activities:
Depreciation and amortization
Deferred income tax expense (benefit)
Provision for doubtful accounts
Non-cash share-based compensation
Changes in operating assets and liabilities:
Deposits with clearing organizations
Securities owned, at fair value
Receivables from brokers, dealers and clearing organizations
Receivables from customers
Accounts payable and accrued expenses
Payables to brokers, dealers and clearing organizations
Payables to customers
Securities sold, not yet purchased, at fair value
Income taxes receivable/payable
Excess tax benefit from share-based payment arrangements
Other, net
Net cash used in operating activities
Cash Flows from Investing Activities:
Investment in venture
Capital purchases
Capitalization of software development costs
Net cash used in investing activities
Cash Flows from Financing Activities:
Repayments of long term debt
Proceeds from (repayments of) borrowing under short-term bank loans
Debt issuance costs
Common stock issued
Common stock repurchased
Dividends paid
Shares withheld for net settlements of share-based awards
Net cash (used in) provided by financing activities
Effect of exchange rate changes on cash, cash equivalents and restricted cash
Net decrease in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash—beginning of period
Cash, cash equivalents and restricted cash—end of period

$

4,377

$

11,230
841
133
8,295

5,302
11,227
(4,208)
(12)
5,687

(12,757)
303
5,467
(40,873)
4,878
10,192
16,871
(1)
2,412
—
(20,873)
(9,505)

5,664
408
(124,963)
(39,774)
(39,510)
83,338
10,314
(248)
(94)
—
(2,169)
(89,038)

(612)
(3,517)
(6,070)
(10,199)

—
(3,129)
(7,100)
(10,229)

$

(595)
(20,997)
(751)
166
(3,571)
(2,293)
(8,321)
(36,362)
(429)
(56,495)
306,051
249,556

$

(1,565)
57,587
(756)
185
(3,210)
(2,300)
(9,851)
40,090
(217)
(59,394)
318,330
258,936

Supplemental cash flow information:
Interest paid
Income taxes (refund) paid, net

$
$

1,582
(1,587)

$
$

1,133
2,829

Supplemental disclosure of non-cash investing and financing activities:
Investment in venture

$

1,393

$

—

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. (the “Company” or “ITG”) was formed as a Delaware corporation on July 22,
1983. Its principal subsidiaries include: (1) ITG Inc., AlterNet Securities, Inc. (“AlterNet”) and ITG Derivatives LLC (through
February 16, 2018) (“ITG Derivatives”), institutional broker-dealers in the United States (“U.S.”), (2) ITG Canada Corp., an
institutional broker-dealer in Canada, (3) Investment Technology Group Limited, an institutional broker-dealer in Europe,
(4) ITG Australia Limited, an institutional broker-dealer in Australia, (5) ITG Hong Kong Limited, an institutional brokerdealer in Hong Kong, (6) ITG Software Solutions, Inc., the Company’s intangible property, software development and
maintenance subsidiary in the U.S., and (7) ITG Solutions Network, Inc., a holding company for ITG Analytics, Inc., a
provider of pre- and post-trade analysis, fair value and trade optimization services, and ITG Platforms Inc., a provider of
workflow technology solutions and network connectivity services for the financial community.
ITG is a global financial technology company that helps leading brokers and asset managers improve returns for
investors around the world. ITG empowers traders to reduce the end-to-end cost of implementing investments via liquidity,
execution, analytics and workflow technology solutions. ITG has offices in Asia Pacific, Europe and North America and
offers execution services in more than 50 countries.
The Company’s business is organized into four reportable operating segments: U.S. Operations, Canadian
Operations, European Operations and Asia Pacific Operations (see Note 16, Segment Reporting).
The four operating segments offer a wide range of solutions for asset managers and broker‑dealers in the areas of
execution services, workflow technology and analytics. These offerings include trade execution services and solutions for
portfolio management, as well as pre‑trade analytics and post‑trade analytics and processing.
Regional segment results exclude the impact of Corporate activity, which is presented separately and includes
investment income from treasury activity, certain non-operating revenues and other gains as well as costs not associated with
operating the businesses within the Company’s regional segments. These costs include, among others, (a) the costs of being
a public company, such as certain staff costs, a portion of external audit fees, and reporting, filing and listing costs, (b)
intangible asset amortization, (c) interest expense, (d) professional fees associated with the Company's global transfer pricing
structure, (e) foreign exchange gains or losses and (f) certain non-operating expenses.
The condensed consolidated financial statements and accompanying notes are prepared in accordance with
accounting principles generally accepted in the U.S. (“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 the financial statements.
The preparation of financial statements in conformity with 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.
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 the audited financial statements and the notes included in the
Company’s Annual Report on Form 10-K for the year ended December 31, 2017.
Recently Adopted Accounting Standards
In May 2014, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update
2014‑09, Revenue from Contracts with Customers. This standard created Accounting Standards Codification (“ASC”) 606,
Revenue from Contracts with Customers, (“ASC 606”), providing companies with a single five step revenue recognition
model for use in accounting for revenue arising from contracts with customers and supersedes current revenue recognition
guidance, including industry‑specific revenue guidance. On January 1, 2018, the Company adopted
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ASC 606, using the modified retrospective transition method applied to all contracts as of January 1, 2018. Results for
reporting periods beginning after January 1, 2018 are presented under ASC 606, while prior period amounts are not adjusted
and continue to be reported under the accounting standards in effect for the prior period. See Note 3, Revenue from Contracts
with Customers, for additional information.
In May 2017, the FASB issued Accounting Standards Update (“ASU”) 2017-09, Compensation – Stock
Compensation (Topic 718): Scope of Modification Accounting. The amendments in this ASU clarify which changes to the
terms or conditions of a share-based payment award must be accounted for as modifications. The new guidance allows
entities to make non-substantive changes to awards without accounting for them as modifications, which results in fewer
changes to the terms of an award being accounted for as modifications and reduces diversity in practice when applying
modification accounting. ASU 2017-09 is effective for annual periods beginning after December 15, 2017, including interim
periods within those annual periods. This new guidance was adopted on January 1, 2018 and did not have a material effect
on the Company’s financial statements.
In November 2016, the FASB issued ASU 2016‑18, Statement of Cash Flows (Topic 230): Restricted Cash. The
amendments in this ASU require that the statement of cash flows explain the change during the period in the total of cash,
cash equivalents and restricted cash. Amounts generally described as restricted cash and restricted cash equivalents should be
included with cash and cash equivalents when reconciling the beginning-of-period and end-of-period total amounts shown
on the statement of cash flows. ASU 2016‑18 is effective for annual reporting periods beginning after December 15, 2017,
including interim periods within those fiscal years, with early adoption permitted. This new guidance was adopted on
January 1, 2018 and did not have a material effect on the Company’s financial statements.
In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230): Classification of Certain
Cash Receipts and Cash Payments. The amendments in this ASU provide specific guidance for eight specific cash flow
classification issues, with the objective of reducing the existing diversity in practice in how certain cash receipts and cash
payments are presented and classified in the statement of cash flows under Topic 230, Statement of Cash Flows. These
amendments are effective for fiscal years beginning after December 15, 2017, including interim periods within those fiscal
years, with early adoption permitted. This new guidance was adopted on January 1, 2018 and had no impact on the
Company’s financial statements.
(2) Fair Value Measurements
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, various methods are used including market,
income and cost approaches. Based on these approaches, certain assumptions that market participants would use in pricing
the asset or liability are used, 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. Valuation
techniques that are used 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, fair value measured financial instruments are categorized
according to the fair value hierarchy prescribed by ASC 820, Fair Value Measurements and Disclosures. 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.
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Level 2 includes financial instruments that are valued based upon observable market‑based inputs.
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.
Fair value measurements for those items measured on a recurring basis are as follows (dollars in thousands):
March 31, 2018

Total

Assets
Securities owned, at fair value:
Corporate stocks - trading securities
Mutual funds
Total
Liabilities
Securities sold, not yet purchased, at fair value:
Corporate stocks - trading securities
Total

Level 1

$

14
1,242
$ 1,256

$

December 31, 2017

—
—

$

14
1,242
$ 1,256

$

Total

Assets
Securities owned, at fair value:
Corporate stocks - trading securities
Mutual funds
Total
Liabilities
Securities sold, not yet purchased, at fair value:
Corporate stocks - trading securities
Total

$
$

—
—
—

$

—
—

Level 1

$

78
1,481
$ 1,559

$

—
—

Level 2

1
1

$

78
1,481
$ 1,559

$

1
1

Level 3

$
$

—
—
—

$

—
—

Level 2

$
$

—
—
—

$

—
—

Level 3

$
$

—
—
—

$

—
—

Cash and cash equivalents other than bank deposits are measured at fair value and primarily include money market
mutual funds.
Securities owned, at fair value and securities sold, not yet purchased, at fair value include corporate stocks, equity
index mutual funds and bond mutual funds, all of which are exchange traded.
Certain of the Company’s assets and liabilities are carried at contracted amounts that approximate fair value. Assets
and liabilities that are recorded at contracted amounts approximating fair value consist primarily of receivables from and
payables to brokers, dealers, clearing organizations and customers. These receivables and payables to brokers, dealers,
clearing organizations and customers are short-term in nature and, following March 31, 2018, substantially all have settled at
the contracted amounts.
The Company believes the carrying amounts of its term-debt obligations at March 31, 2018 and December 31, 2017
approximate fair value because the interest rates on these instruments change with, or approximate, market interest rates.
(3) Revenue from Contracts with Customers
Under ASC 606, revenues are recognized when control of the promised goods or services is transferred to customers
in an amount that reflects the consideration the Company expects to be entitled to in exchange for transferring those goods
or services. The following is a description of the Company’s revenue recognition policies and balances as it relates to
revenue from contracts with customers.
Revenue from contracts with customers was $129.9 million for the three months ended March 31, 2018. The
majority of the Company’s revenues fall under the scope of ASC 606, with the exception of investment and dividend income,
gains and losses on temporary securities positions assumed and other miscellaneous income, all of which are presented
within the other revenue line item on the condensed consolidated statements of operations. The tables within
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Note 16, Segment Reporting, provide revenue disaggregated by reportable geographic operating segment and by product
group.
Upon adoption, the Company recorded a net cumulative-effect decrease to opening retained earnings of
approximately $50 thousand as of January 1, 2018, which is primarily related to:
(i) the deferral of commissions allocated to analytics products in bundled commission arrangements where the
analytics services have not yet been transferred to the customer as of December 31, 2017 but whose
commissions were appropriately recognized in the previous year under the superseded revenue recognition
guidance; and
(ii) the acceleration of revenue for certain product license fees associated with the licenses of software recognized
at the point in time the customer is able to use and benefit from the license, instead of being appropriately
recognized over the license period under the superseded revenue recognition guidance.
The net impacts to the condensed consolidated financial statements of adopting ASC 606 for the three months
ended March 31, 2018 were as follows:
·

A net decrease to total revenues of $3.4 million, reflecting a decrease of $3.8 million in commissions and
fees and an increase in recurring revenues of $0.4 million, related to the timing differences from the two
items discussed above.

·

An increase to receivables from customers of $1.2 million related to the acceleration of license fees and an
increase to accounts payable and accrued expenses of $4.8 million related to the deferral of commissions in
bundled commission arrangements.

The following provides detailed information on the Company’s material performance obligations and how revenue
is recognized.
Execution Services
The Company earns commissions for providing equity trade execution services to customers, with each trade
executed on the client’s behalf representing a separate performance obligation that is satisfied at a point in time. Commission
rates are fixed and revenue is recognized on the trade date. These revenues are presented within the commissions and fees
line item on the Company’s condensed consolidated statements of operations.
The Company also permits institutional customers to allocate a portion of their gross commissions to pay for
research, commonly known as soft dollars. The customer controls the use of the soft dollars and directs payments to third
party service providers on its behalf. All amounts allocated to soft dollar arrangements are netted against commission
revenues.
Workflow Technology
Through its front-end platforms and network capabilities, the Company provides order and trade execution
management and order routing services.
The Company provides trade order routing from its execution management system (“EMS”) to its execution services
offerings, with each trade order routed through the EMS representing a separate performance obligation that is satisfied at a
point in time. A portion of the commissions earned on the trade is then allocated to Workflow Technology based on the
stand-alone selling price paid by third-party brokers for order routing. The remaining commission is allocated to Execution
Services using a residual allocation approach. Commissions earned are fixed and revenue is recognized on the trade date.
Commissions are presented within the commissions and fees line item on the Company’s condensed consolidated statements
of operations.
The Company participates in commission share arrangements, where trade orders are routed to third-party brokers
from its EMS and its order management system (“OMS”). Commission share revenues from third-party brokers
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are generally fixed and revenue is recognized at a point in time on the trade date. Commission share revenues are presented
within the commissions and fees line item on the Company’s condensed consolidated statements of operations.
The Company provides OMS and related software products and connectivity services to customers and recognizes
license fee revenues and monthly connectivity fees. License fee revenues, generated for the use of the Company’s OMS and
other software products, is fixed and recognized at the point in time at which the customer is able to use and benefit from the
license. Connectivity revenue is variable in nature, based on the number of live connections, and is recognized over time on
a monthly basis using a time-based measure of progress. These revenues are presented within the recurring line item on the
Company’s condensed consolidated statements of operations.
Analytics
The Company provides customers with analytics products and services, including trading and portfolio analytics
tools.
The Company provides analytics products and services to customers and recognizes subscription fees, which are
fixed for the contract term, based on when the products and services are delivered. Analytics services can be delivered either
over time (when customers are provided with distinct ongoing access to analytics data) or at a point in time (when reports are
only delivered to the customer on a periodic basis). Over time performance obligations are recognized using a time-based
measure of progress on a monthly basis, since the analytics products and services are continually provided to the client. Point
in time performance obligations are recognized when the analytics reports are delivered to the client. These revenues are
presented within the recurring line item on the Company’s condensed consolidated statements of operations.
Analytics products and services can also be paid for through variable bundled arrangements with execution services.
Customers agree to pay for analytics products and services with commissions generated from trade execution, and
commissions are allocated to the analytics performance obligation(s) using:
(i)

the commission value for each customer for the products and services it receives, which is priced using the
value for similar stand-alone subscription arrangements; and

(ii)

a calculated ratio of the commission value for the products and services relative to the total amount of
commissions generated from the customer.

For these bundled commission arrangements, the allocated commissions to each analytics performance obligation
are then recognized as revenue when the analytics product is delivered, either over time or at a point in time. These allocated
commissions may be deferred if the allocated amount exceeds the amount recognizable based on delivery. Commissions are
presented within the commissions and fees line item on the Company’s condensed consolidated statements of operations.
Remaining Performance Obligations and Revenue Recognized from Past Performance Obligations
The Company elected not to disclose information about remaining performance obligations pertaining to (i)
contracts with an original expected length of one year or less or (ii) contracts with variable consideration that cannot be
estimated, as permitted under the guidance.
The Company’s remaining unsatisfied performance obligations that do not meet the criteria above primarily relate
to analytics products and services that have fixed subscription fees. As of March 31, 2018, the future revenue the Company
expects to recognize for these performance obligations is not material.
For the three months ended March 31, 2018, the Company did not recognize any revenue related to performance
obligations satisfied in previous periods.
Contract Balances
The timing of the Company’s revenue recognition may differ from the timing of payment by customers. The
Company records a receivable when revenue is recognized prior to payment and has an unconditional right to payment.
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Alternatively, when payment precedes the provision of the related services, the Company records deferred revenue until the
performance obligations are satisfied.
Receivables related to contracts with customers were $43.3 million and $38.2 million as of March 31, 2018 and
December 31, 2017, respectively. The Company did not identify any contract assets. There were no impairment losses on
receivables as of March 31, 2018.
Deferred revenue primarily relates to deferred commissions allocated to analytics products and subscription fees
billed in advance of satisfying the performance obligations. Deferred revenue related to contracts with customers was $12.1
million and $6.9 million as of March 31, 2018 and December 31, 2017, respectively. During the three months ended March
31, 2018, the Company recognized revenue of $7.0 million that was initially recorded as deferred revenue.
The Company has not identified any costs to obtain or fulfill associated with its contracts under ASC 606.
(4) Formation of Derivatives Venture
In February 2018, the Company established a venture with Option Technology Solutions LLC (“Optech”) to form
Matrix Holding Group (“Matrix”), a derivatives execution and technology business. Matrix offers derivatives trading
technology and execution services to broker dealers, professional traders and select hedge funds. Matrix has dedicated sales,
client services, operations, and technology staff located in Chicago and New York.
The Company contributed the ITG Derivatives entity, including its broker-dealer license and professional trader
client base with revenues of $5.3 million during the year ended December 31, 2017, along with certain derivatives-focused
software and technology for an initial minority stake of approximately 20%. Optech contributed the management team, a
retail-focused trading and analytics platform and capital. The board of directors of Matrix consists of two members appointed
by Optech and one member appointed by the Company. Unanimous approval of the full board is required for all significant
operating activities, including but not limited to: approval and amendment of annual business plans or operating budgets,
establishing an incentive compensation plan, approving significant loans and expenditures, appointment of officers and
entering into material agreements.
The Company’s initial investment in Matrix was recorded at $2.0 million, representing substantially the fair value
of the net assets contributed. This investment included cash and restricted cash of $0.6 million and net non-cash assets of
$1.4 million. No gain or loss was recognized upon the closing of this transaction as the book value of the contributed net
assets approximated fair value. The Company’s interest in Matrix is accounted for in the condensed consolidated financial
statements using the equity method.
(5) Restructuring Charges
2018 Restructuring
In the first quarter of 2018, the Company implemented a restructuring plan to improve margins and enhance
stockholder returns through the elimination of certain positions in the U.S.
Activity and liability balances recorded as part of the restructuring plan through March 31, 2018 are as follows
(dollars in thousands):
Amount

Restructuring charges recognized
Acceleration of share-based compensation
Balance at March 31, 2018

$
$

7,165
(2,561)
4,604

The payment of the accrued costs for the 2018 restructuring is expected to continue through the first quarter of
2019.
2016 Restructuring
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As part of an end-to-end review of its business in 2016, the Company determined that its strategy is to increasingly
focus its resources on its core capabilities in liquidity, execution, analytics and workflow technology solutions. To that end,
in 2016, the Company implemented restructuring plans to (i) reduce headcount in its single stock sales trading and sales
organizations, (ii) close its U.S. matched-book securities lending operations and its Canadian arbitrage trading desk and (iii)
identify additional annual cost savings from management delayering and the elimination of certain positions.
Activity and liability balances recorded as part of the restructuring plan through March 31, 2018 are as follows
(dollars in thousands):
Amount

Balance at December 31, 2017
Asset write-off
Balance at March 31, 2018

$

6
(6)
—

$

(6) Cash
Cash and Cash Equivalents
The Company considers all highly liquid investments with original maturities of three months or less to be cash
equivalents.
Cash Restricted or Segregated Under Regulations and Other
Cash restricted or segregated under regulations and other represents (i) 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, as amended (“Customer Protection Rule”), or agreements for proprietary accounts of
broker dealers (“PABs”), (ii) funds on deposit for Canadian and European trade clearing and settlement activity, (iii)
segregated balances under a collateral account control agreement for the benefit of certain customers, and (iv) funds relating
to the securitization of bank guarantees supporting the Company’s Australian and French leases.
The following table provides a reconciliation of cash and cash equivalents together with restricted cash as reported
within the condensed consolidated statements of financial condition to the sum of the same such amounts shown in the
condensed consolidated statements of cash flows.
March 31,
2018

Cash and cash equivalents
Cash restricted or segregated under regulations and other
Total cash, cash equivalents and restricted cash shown in the statement of cash flows
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$
$

December 31,
2017

230,314 $
19,242
249,556 $

287,452
18,599
306,051
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(7) 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 Sold, Not Yet
Purchased
March 31,
December 31,
2018
2017

Securities Owned
March 31,
December 31,
2018
2017

Corporate stocks - trading securities
Mutual funds
Total

$
$

14
1,242
1,256

$
$

78
1,481
1,559

$
$

—
—
—

$
$

1
—
1

Trading securities owned and sold, not yet purchased primarily consists of temporary positions obtained in the
normal course of agency trading activities, including positions held in connection with the creation and redemption of
exchange-traded funds on behalf of clients.
(8) Income Taxes
The U.S. Tax Cuts and Jobs Act of 2017 (the “Tax Cuts and Jobs Act”) was enacted on December 22, 2017, and
introduced significant changes to U.S. income tax law. Effective in 2018, the Tax Cuts and Jobs Act reduces the U.S.
statutory corporate tax rate from 35% to 21% and creates new taxes in the U.S. on income in certain foreign controlled
corporations, which are referred to as the global intangible low-taxed income tax (“GILTI”), and imposes tax on certain
related party payments under the base erosion anti-abuse tax (“BEAT”). The inclusion of income earned in controlled
foreign corporations under the GILTI regime did not result in any incremental U.S. tax expense in the first quarter of 2018
due to the impact of a U.S. tax loss in the current period. The Company does not expect to be subject to the BEAT tax in
2018.
Due to the timing of the enactment and the complexity involved in applying the provisions of the Tax Cuts and
Jobs Act, the Company has made reasonable estimates of the effects and recorded provisional amounts in its 2017 results. As
the Company collects and prepares necessary data and interprets the Tax Cuts and Jobs Act and any additional guidance
issued by the U.S. Treasury Department, the IRS, and other standard-setting bodies, additional adjustments to the provisional
amounts may be made. Information needed to adjust provisional amounts include the completion of all international 2017
income tax returns. These additional adjustments may materially impact the provision for income taxes and effective tax rate
in the period in which the adjustments are made. We expect the final accounting for the tax effects of the Tax Cuts and Jobs
Act to be completed in 2018.
A tax benefit from an uncertain tax position may be recognized only if it is more-likely than not that the tax
position will be sustained on examination by the taxing authorities. 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 the three months ended March 31, 2018, the Company realized a $1.9 million tax benefit related to the
resolution of a multi-year contingency in the U.S.
The Company maintained reserves for unrecognized tax benefits of $5.6 million at March 31, 2018 and $7.7 million
at December 31, 2017. At March 31, 2018, $4.1 million of the unrecognized tax benefits was netted against fully reserved
U.S. deferred tax assets. The Company had accrued interest expense related to tax reserves of $1.2 million and $1.6 million,
net of related tax effects, at March 31, 2018 and December 31, 2017, respectively.

16

Table of Contents

(9) Goodwill and Other Intangibles
Goodwill
The following table presents the changes in the carrying amount of goodwill by the Company’s European
Operations segment for the three months ended March 31, 2018 (dollars in thousands):
Total

Balance at December 31, 2017
Currency translation adjustment
Balance at March 31, 2018

$ 11,054
411
$ 11,465

Other Intangible Assets
Acquired other intangible assets consisted of the following at March 31, 2018 and December 31, 2017 (dollars in
thousands):

Trade name
Customer-related intangibles
Proprietary software
Trading rights
Other
Total

March 31, 2018
Gross Carrying Accumulated
Amount
Amortization

December 31, 2017
Gross Carrying Accumulated
Amount
Amortization

$

$

$

8,533
9,823
23,389
339
50
42,134

$

$

—
5,908
22,357
—
—
28,265

$

8,529
10,217
23,321
339
50
42,456

$

$

Useful Lives
(Years)

—
6,219
22,197
—
—
28,416

—
16.9
8.3
—
—

At March 31, 2018, indefinite-lived intangibles not subject to amortization amounted to $8.9 million, of which
$8.4 million related to the POSIT trade name.
Amortization expense for definite-lived intangibles was $0.3 million for both the three months ended March 31,
2018 and March 31, 2017. These amounts are included in other general and administrative expense in the condensed
consolidated statements of operations.
The following table represents the changes in the carrying amount of net intangible assets for the three months
ended March 31, 2018 (dollars in thousands):
Total

Balance at December 31, 2017
Amortization
Currency translation adjustment
Balance at March 31, 2018

$ 14,040
(258)
87
$ 13,869
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(10) 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
March 31,
December 31,
2018
2017

Broker-dealers
Clearing organizations
Securities borrowed
Securities loaned
Allowance for doubtful accounts
Total
*

$

$

171,944 $
2,537
16,871
—
(834)
190,518 $

189,817 $
708
4,246
—
(864)
193,907 $

Payables to
March 31,
December 31,
2018
2017

83,599
44,198
—
4,346
—
132,143

$

$

105,022
10,011
—
4,245
—
119,278

See Securities Borrowed and Loaned below.

Receivables from, and Payables to, Customers
The following is a summary of receivables from, and payables to, customers (dollars in thousands):
Receivables from
March 31,
December 31,
2018
2017

Customers
Allowance for doubtful accounts
Net

$
$

118,762 $
(405)
118,357 $

75,062 $
(367)
74,695 $

Payables to
March 31,
December 31,
2018
2017

41,196
—
41,196

$
$

23,568
—
23,568

Securities Borrowed and Loaned
Balances for securities borrowed and securities loaned relate to customer settlement activities. Deposits paid for
securities borrowed and deposits received for securities loaned are recorded at the amount of cash collateral advanced or
received. Deposits paid for securities borrowed transactions require the Company to deposit cash with the lender. With
respect to deposits received for securities loaned, the Company receives collateral in the form of cash in an amount generally
in excess of the market value of the securities loaned. The Company monitors the market value of the securities borrowed and
loaned on a daily basis, with additional collateral obtained or refunded, as necessary.
The Company’s securities borrowing and lending is generally done under industry standard agreements (“Master
Securities Lending Agreements”) that may allow, following an event of default by either party, the prompt close-out of all
transactions (including the liquidation of securities held) and the offsetting of obligations to return cash or securities, as the
case may be, by the non-defaulting party. Events of default under the Master Securities Lending Agreements generally
include, subject to certain conditions: (i) failure to timely deliver cash or securities as required under the transaction, (ii) a
party’s insolvency, bankruptcy, or similar proceeding, (iii) breach of representation, and (iv) a material breach of the
agreement. The counterparty that receives the securities in these transactions generally has unrestricted access in its use of
the securities. For financial statement purposes, the Company does not offset securities borrowed and securities loaned.
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The following table summarizes the transactions under certain Master Securities Lending Agreements that may be
eligible for offsetting if an event of default occurred and a right of offset was legally enforceable (dollars in thousands):
Gross Amounts
Offset in the
Consolidated
Statement of
Financial Condition

Gross Amounts of
Recognized Assets/
(Liabilities)

As of March 31, 2018:
Deposits paid for securities borrowed
Deposits received for securities
loaned
As of December 31, 2017:
Deposits paid for securities borrowed
Deposits received for securities
loaned

$

16,871

$

—

(4,346)
$

4,246

Net Amounts
Presented in the
Consolidated
Statement of
Financial Condition

$

—
$

—

(4,245)

—

16,871

Collateral
Received or
Pledged
(including
Cash)

$

(4,346)
$

4,246

Net
Amount

16,871

$

(4,321)
$

(4,245)

4,246
(4,229)

—
(25)

$

—
(16)

(11) Accounts Payable and Accrued Expenses
The following is a summary of accounts payable and accrued expenses (dollars in thousands):
March 31,
2018

Accrued research payables
Accrued compensation and benefits
Settlement costs payable
Accrued rent
Trade payables
Deferred revenue
Deferred compensation
Accrued restructuring
Accrued transaction processing
Other
Total

$

$

63,120
12,808
18,000
14,040
11,500
13,381
2,311
4,604
1,492
30,095
171,351

December 31,
2017

$

$

51,275
37,911
—
14,821
20,820
8,057
2,525
6
3,257
27,823
166,495

(12) Borrowings
Short-term Bank Loans
The Company’s international securities clearance and settlement activities are funded with operating cash or with
short-term bank loans in the form of overdraft facilities. At March 31, 2018, there was $83.4 million outstanding under these
facilities at a weighted average interest rate of approximately 1.85% associated with international settlement activities.
In the U.S., securities clearance and settlement activities are funded with operating cash, securities loaned or with
short-term bank loans under a committed credit agreement described below.
ITG Inc., as borrower, and Investment Technology Group, Inc. (“Parent Company”), as guarantor, maintained a $150
million 364-day revolving credit agreement with a syndicate of banks and JPMorgan Chase Bank, N.A., as Administrative
Agent, that matured in January 2018. On January 26, 2018, ITG Inc., as borrower, and Parent Company, as guarantor, entered
into a new $150 million 364-day revolving credit agreement (the “Credit Agreement”) with a syndicate of banks and
JPMorgan Chase Bank, N.A., as Administrative Agent. The agreement expires on January 25, 2019. At March 31, 2018, there
were no amounts outstanding under the Credit Agreement.
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Term Debt
The Company had term loans of $2.5 million and $3.1 million outstanding at March 31, 2018 and December 31,
2017, respectively.
On December 21, 2017, the Company entered into a three year, $0.7 million note and security agreement with
Hewlett-Packard Financial Services (“H-P Veritas Loan”), under which purchases of new software licenses and support were
financed. The loan principal is payable in three installments, of which $239,996 was paid in January 2018 and two
installments of $229,994 are payable in January and March of 2019. The loan does not accrue interest.
On December 30, 2015, the Parent Company entered into a five year, $3.6 million note and security agreement with
Hewlett-Packard Financial Services (“H-P Loan”), under which purchases of new server equipment, software license fees,
maintenance fees and fees for other services were financed. The loan principal is payable in twenty quarterly installments of
$195,000 that began in April 2016 and accrues interest at 2.95%. At March 31, 2018 and December 31, 2017, there was $2.1
million and $2.4 million, respectively, outstanding under the H-P Loan.
(13) Earnings Per Share
The following is a reconciliation of the basic and diluted earnings per share computations (amounts in thousands,
except per share amounts):
March 31,
2018
2017

$

Net income for basic and diluted income per share
Shares of common stock and common stock equivalents:
Average common shares used in basic computation
Effect of dilutive securities
Average common shares used in diluted computation
Income per share:
Basic
Diluted

4,377

$

32,890
1,103
33,993
$
$

0.13
0.13

5,302
32,949
1,181
34,130

$
$

0.16
0.16

For the periods ended March 31, 2018 and March 31, 2017, approximately 0.3 million and 0.2 million average
shares, respectively, were anti-dilutive and thus not included in the computation of diluted EPS.
(14) Accumulated Other Comprehensive Income
The components and allocated tax effects of accumulated other comprehensive income for the three months ended
March 31, 2018 and 2017 are as follows (dollars in thousands):
Three Months Ended March 31, 2018
Balance at December 31, 2017
Other comprehensive income
Balance at March 31, 2018

$ (21,397)
1,069
$ (20,328)

Three Months Ended March 31, 2017
Balance at December 31, 2016
Other comprehensive income
Balance at March 31, 2017

$ (33,977)
2,026
$ (31,951)

Deferred taxes have not been provided on the cumulative undistributed earnings of foreign subsidiaries or the
cumulative translation adjustment related to those investments due to the internal capital structure for the Company’s foreign
subsidiaries and the inclusion of foreign earnings and profits in U.S. taxable income pursuant to the Tax Cuts and Jobs Act.
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(15) Net Capital Requirement
ITG Inc. and AlterNet are subject to the SEC’s Uniform Net Capital Rule (Rule 15c3‑1), 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, as defined. AlterNet has elected to use the basic method permitted by Rule 15c3‑1, which
requires the maintenance of minimum net capital equal to the greater of 6 2/3 % of aggregate indebtedness or $100,000.
Dividends or withdrawals of capital cannot be made if capital is needed to comply with regulatory requirements.
Net capital balances and the amounts in excess of required net capital at March 31, 2018 for the U.S. Operations are
as follows (dollars in thousands):
Net Capital

Excess

$ 87,222
4,928

$ 86,222
4,828

U.S. Operations

ITG Inc.
AlterNet

As of March 31, 2018, ITG Inc. had $9.2 million of cash in a Special Reserve Bank Account for the benefit of
customers under the Customer Protection Rule pursuant to SEC Rule 15c3-3, Computation for Determination of Reserve
Requirements and $3.5 million under PABs.
In addition, the Company’s Canadian, European and Asia Pacific Operations have subsidiaries with regulatory
capital requirements. The regulatory net capital balances and amount of regulatory capital in excess of the minimum
requirements applicable to each business at March 31, 2018, is summarized in the following table (dollars in thousands):

Canadian Operations
Canada
European Operations
Ireland
U.K.
Asia Pacific Operations
Australia
Hong Kong
Singapore

Net Capital

Excess

$ 24,025

$ 23,637

61,718
1,411

26,711
361

30,998
2,987
1,144

9,738
2,604
1,068

(16) Segment Reporting
The Company is organized into four geographic operating segments through which the Company’s chief operating
decision maker manages the Company’s business. The U.S., Canadian, European and Asia Pacific Operations segments
provide the following categories of products and services:
·

Execution Services — includes (a) liquidity matching through POSIT, (b) self-directed trading using
algorithms (including single stocks and portfolio lists) and smart routing, (c) portfolio trading and single
stock sales trading desks providing execution expertise and (d) futures and options trading

·

Workflow Technology — includes trade order and execution management software applications in
addition to network connectivity

·

Analytics — includes (a) tools enabling portfolio managers and traders to improve pre-trade, real-time and
post-trade execution performance, (b) portfolio construction and optimization decisions and (c) securities
valuation

The accounting policies of the reportable segments are the same as those described in Note 2, Summary of
Significant Accounting Policies, in the Company’s Annual Report on Form 10-K for the year ended December 31, 2017.
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The Company allocates resources to, and evaluates the performance of, its reportable segments based on income or loss
before income tax expense (benefit). 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. Commissions and
fees revenue for trade executions and commission share revenues are principally attributed to each segment based upon the
location of execution of the related transaction except that commissions and fees for trade executions by Canadian clients in
the U.S. market are attributed to the Canadian Operations instead of the U.S. Operations. Recurring revenues are principally
attributed based upon the location of the client using the respective service.
Regional segment results exclude the impact of Corporate activity, which is presented separately and includes
investment income from treasury activity, certain non-operating revenues and other gains as well as costs not associated with
operating the businesses within the Company’s regional segments. These costs include, among others, (a) the costs of being
a public company, such as certain staff costs, a portion of external audit fees, and reporting, filing and listing costs, (b)
intangible asset amortization, (c) interest expense, (d) professional fees associated with the Company's global transfer pricing
structure, (e) foreign exchange gains or losses and (f) certain non-operating expenses.
In the first quarter of 2018, the Company changed the way it measures the profitability of its regional segments to
reflect the global nature of its business operations. Certain costs for senior management, product management, marketing,
management information systems and infrastructure that are incurred in the U.S. on behalf of the entire Company are now
being allocated to the international segments. For comparability purposes, the Company has restated previously reported
segment results for the first quarter of 2017 to reflect these changes.
A summary of the segment financial information is as follows (dollars in thousands):

Three Months Ended March 31, 2018
Total revenues
Income (loss) before income tax expense
(benefit) (1)
Identifiable assets
Three Months Ended March 31, 2017
Total revenues
Income (loss) before income tax expense
(benefit) (2)
Identifiable assets

U.S.
Operations

Canadian
Operations

European
Operations

Asia Pacific
Operations

$ 48,486

$ 18,047

$ 44,830

$ 19,607

3,829
78,553

11,909
321,069

4,680
63,026

$ 16,482

$ 36,712

$ 13,943

2,831
90,276

9,938
330,309

1,114
51,748

(1,366)
338,020
$ 53,393
(3,943)
412,323

Corporate

$

514
(13,155)
—

$

305
(6,129)
—

Consolidated

$ 131,484
5,897
800,668
$ 120,835
3,811
884,656

Notes:
(1) During the three months ended March 31, 2018, the Company incurred restructuring charges of $7.2 million related to the elimination of
certain positions in the U.S.
(2) The Company has restated segment results for the three months ended March 31, 2017, resulting in a decrease in U.S. expenses of $2.7
million and increases in expenses in Canada, Europe and Asia Pacific of $0.7 million, $1.3 million and $0.7 million, respectively.

The table below details the total revenues for the categories of products and services provided by the Company
(dollars in thousands):
Three Months Ended
March 31,
2018
2017

Revenues:
Execution Services
Workflow Technology
Analytics
Corporate (non-product)
Total Revenues

$ 94,356
26,575
10,039
514
$ 131,484
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$ 86,287
23,100
11,143
305
$ 120,835
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The product group revenues noted above are consistent with the revenues recognized under ASC 606, except that
the table includes $0.5 million of revenue in Analytics for functionality that is not a separate performance obligation from
products and services provided by Workflow Technology and Execution Services.
(17) Dividend Program
During the three months ended March 31, 2018, the Board of Directors declared, and the Company paid, a quarterly
dividend of $0.07 per share totaling $2.3 million, including less than $0.1 million in stock under the Company’s equity
award plans.
(18) Off-Balance Sheet Risk and Concentration of Credit Risk
The Company is a member of various U.S. and non-U.S. exchanges and clearing houses that trade and clear,
respectively, equities and/or derivative contracts. Associated with the Company’s membership, the Company may be
required to pay a proportionate share of financial obligations of another member who may default on its obligations to the
exchanges or the clearing house. While the rules governing different exchange or clearing house memberships vary, in
general, the Company’s obligations would arise only if the exchanges and clearing houses had previously exhausted other
remedies. The maximum potential payout under these memberships cannot be estimated. The Company has not recorded any
contingent liability in the condensed consolidated financial statements for these agreements and believes that any potential
requirement to make payments under these agreements is remote. In the ordinary course of business, the Company guarantees
obligations of subsidiaries which may arise from third-party clearing relationships and trading counterparties. The activities
of the subsidiaries covered by these guarantees are included in the Company’s condensed consolidated financial statements.
The Company is also subject to indemnification provisions within agreements with third-party clearing brokers in certain
jurisdictions whereby the Company is obligated to reimburse the clearing broker, without limit, for losses incurred due to a
counterparty’s failure to satisfy its contractual obligations.
The Company’s customer financing and securities settlement activities may require the Company to pledge
customer securities as collateral in support of various secured financing transactions such as bank loans. In the event the
financing counterparty is unable to meet its contractual obligation to return customer securities pledged as collateral, the
Company may be exposed to the risk of acquiring the securities at prevailing market prices in order to satisfy its customer
obligations. The Company controls this risk by monitoring the market value of securities pledged on a daily basis and by
requiring adjustments of collateral levels in the event of excess market exposure.
Financial instruments that potentially subject the Company to concentrations of credit risk are primarily cash and
cash equivalents, securities owned at fair value, receivables from brokers, dealers and clearing organizations and receivables
from customers. Cash and cash equivalents and securities owned, at fair value are deposited with high credit quality financial
institutions.
In connection with customer settlement activities, the Company loans securities temporarily to other brokers. The
Company receives cash as collateral for the securities loaned. Increases in security prices may cause the market value of the
securities loaned to exceed the amount of cash received as collateral. In the event the counterparty to these transactions does
not return the loaned securities, the Company may be exposed to the risk of acquiring the securities at prevailing market
prices in order to satisfy its client obligations. The Company controls this risk by requiring credit approvals for
counterparties, by monitoring the market value of securities loaned on a daily basis, and by requiring additional cash as
collateral or returning collateral when necessary.
The Company also borrows securities temporarily from other brokers in connection with customer settlement
activities. The Company deposits cash as collateral for the securities borrowed. Decreases in security prices may cause the
market value of the securities borrowed to fall below the amount of cash deposited as collateral. In the event the counterparty
to these transactions does not return collateral, the Company may be exposed to the risk of selling the securities at prevailing
market prices. The Company controls this risk by requiring credit approvals for counterparties, by monitoring the collateral
values on a daily basis, and by depositing additional collateral with counterparties or receiving cash when deemed necessary.
The Company may at times maintain inventories in equity securities on both a long and short basis. Whereas long
inventory positions represent the Company’s ownership of securities, short inventory positions represent obligations of the
Company to deliver specified securities at a contracted price, which may differ from market prices
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prevailing at the time of completion of the transaction. Accordingly, both long and short inventory positions may result in
losses or gains to the Company as market values of securities fluctuate. To mitigate the risk of losses, long and short
positions are recorded at fair value and are continuously monitored by the Company.
(19) Contingencies – Legal Matters
The Company is not a party to any pending legal proceedings other than claims and lawsuits arising in the ordinary
course of business, except a putative class action lawsuit and a derivative action have been filed with respect to the Company
and certain of its current and former directors and/or executives in connection with the Company’s announcement of the SEC
matter described in the following paragraph (and other related actions could be filed).
On August 12, 2015, the Company reached a final settlement with the SEC in connection with the SEC’s
investigation into a proprietary trading pilot operated within AlterNet for sixteen months in 2010 through mid-2011. The
investigation was focused on customer disclosures, Form ATS regulatory filings and customer information controls relating
to the pilot’s trading activity, which included (a) crossing against sell-side clients in POSIT and (b) violations of Company
policy and procedures by a former employee. These violations principally involved information breaches for a period of
several months in 2010 regarding sell-side parent orders flowing into ITG’s algorithms and executions by all customers in
non-POSIT markets that were not otherwise available to ITG clients. According to the terms of the settlement, the Company
paid an aggregate amount of $20.3 million, representing a civil penalty of $18 million, disgorgement of approximately $2.1
million in trading revenues and prejudgment interest of approximately $0.25 million.
In connection with the announcement of the SEC investigation regarding AlterNet, two putative class action
lawsuits were filed with respect to the Company and certain of its current and former executives, which were consolidated
into a single action captioned In re Investment Technology Group, Inc. Securities Litigation before the U.S. District Court for
the Southern District of New York. The complaint alleges, among other things, that the defendants made material
misrepresentations or omitted to disclose material facts concerning, among other subjects, the matters that were the subject of
the SEC settlement regarding AlterNet and the SEC investigation that led to the SEC settlement. The complaint seeks an
unspecified amount of damages under the federal securities laws. On April 26, 2017, the court granted in part and denied in
part the Company’s motion to dismiss the complaint and granted the plaintiff leave to file a motion to amend its complaint.
On June 12, 2017, the plaintiff filed a motion to amend its complaint against certain of the individual defendants who were
dismissed from the case in the court’s April opinion. On March 23, 2018, the court denied plaintiff’s motion to amend,
thereby affirming its dismissal of certain of the individual defendants from the case.
On April 19, 2018, the Company reached an agreement in principle to settle the consolidated securities class action
lawsuit. In exchange for a release of claims and a dismissal with prejudice, the settlement includes a payment to class
members of $18 million, which is well within the policy limits of, and is expected to be paid by, the Company’s insurance
carrier. The condensed consolidated statements of financial condition at March 31, 2018 include a payable to class members
of $18.0 million in accounts payable and accrued expenses (also, see Note 11, Accounts Payable and Accrued Expenses) that
is fully offset by a receivable from the Company’s insurance carrier in other assets. As a result, the settlement is not expected
to impact the Company’s results. The settlement reached is solely to eliminate the uncertainties, burden and expense of
further protracted litigation and does not constitute an admission of liability by the Company or its current or former
executives or directors. Specifically, the Company and its current and former executives and directors deny any liability or
responsibility for the claims made and make no admission of any wrongdoing. The parties anticipate entering into a final
settlement agreement outlining the complete terms of the settlement. The settlement is subject to certain conditions,
including, among others, preliminary and final court approval and notice to the class of plaintiffs in the lawsuit. There is no
assurance that a final settlement will be completed, court approval will be obtained or that class member participation will be
sufficient.
On November 27, 2015, a purported shareholder of the Company filed a shareholder derivative action captioned
Watterson v. Gasser et al. against eleven current or former officers and directors of the Company in the Supreme Court for the
State of New York. The Company is named as a nominal defendant, and the plaintiff purports to seek recovery on its behalf.
The complaint generally alleges that the individual defendants breached their fiduciary duties to the Company in connection
with the matters that were the subject of the SEC settlement regarding AlterNet.
While the Company cannot predict the outcome of the derivative lawsuit, the Company intends to defend it as
appropriate. No reserve has been established for the derivative lawsuit since the Company is unable to provide a
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reasonable estimate of any potential liability given the stage of the proceeding. The Company believes, based on
information currently available, that the outcome of the derivative lawsuit will not likely have a material adverse effect on its
consolidated financial position. In light of the inherent uncertainties of such proceeding, an adverse outcome may have a
material impact on the results of operations for any particular period.
In addition to the above proceedings, the Company’s broker-dealer subsidiaries are subject to, or involved in,
investigations and other proceedings by government agencies and self-regulatory organizations, with respect to which the
Company is cooperating. Such investigations and other proceedings may result in judgments, settlements, fines,
disgorgements, penalties, injunctions or other relief. Given the inherent uncertainties and the current stage of these inquiries,
and the Company’s ongoing reviews, the Company is unable to predict the outcome of these matters at this time.
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Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion and analysis should be read in conjunction with our condensed consolidated financial
statements, including the notes thereto.
Overview
ITG is a global financial technology company that helps leading brokers and asset managers improve returns for
investors around the world. ITG empowers traders to reduce the end-to-end cost of implementing investments via liquidity,
execution, analytics and workflow technology solutions. ITG has offices in Asia Pacific, Europe and North America and
offers execution services in more than 50 countries.
Our business is organized into four reportable operating segments: U.S. Operations, Canadian Operations, European
Operations and Asia Pacific Operations (see Note 16, Segment Reporting, to the condensed consolidated financial
statements). These four operating segments provide the following categories of products and services:
·

Execution Services — includes (a) liquidity matching through POSIT, (b) self-directed trading using algorithms
(including single stocks and portfolio lists) and smart routing, (c) portfolio trading and single stock sales trading
desks providing execution expertise and (d) futures and options trading

·

Workflow Technology — includes trade order and execution management software applications in addition to
network connectivity

·

Analytics — includes (a) tools enabling portfolio managers and traders to improve pre-trade, real-time and post-trade
execution performance, (b) portfolio construction and optimization decisions and (c) securities valuation

Regional segment results exclude the impact of Corporate activity, which is presented separately and includes
investment income from treasury activity, certain non-operating revenues and other gains as well as costs not associated with
operating the businesses within the Company’s regional segments. These costs include, among others, (a) the costs of being
a public company, such as certain staff costs, a portion of external audit fees, and reporting, filing and listing costs, (b)
intangible asset amortization, (c) interest expense, (d) professional fees associated with our global transfer pricing structure,
(e) foreign exchange gains or losses and (f) certain non-operating expenses.
In the first quarter of 2018, we changed the way we measure the profitability of our regional segments to reflect the
global nature of our business operations. Certain costs for senior management, product management, marketing, management
information systems and infrastructure that are incurred in the U.S. on behalf of the entire Company are now being allocated
to the international segments. For comparability purposes, we have restated previously reported segment results for the prior
year period to reflect these changes.
Sources of Revenues
Revenues from our products and services are generated from commissions and fees, recurring (subscriptions) and
other sources.
Commissions and fees are derived primarily from (i) commissions charged for trade execution services, (ii) income
generated on net executions, whereby equity orders are filled at different prices within or at the National Best Bid and Offer
(“NBBO”) and (iii) commission sharing arrangements between ITG Net (our private value‑added FIX‑based financial
electronic communications network) and third‑party brokers and alternative trading systems whose trading products are made
available to our clients on our order management system (“OMS”), and our execution management system (“EMS”),
including the new Algo Wheel functionality we have embedded within Triton. The Algo Wheel is a broker-neutral tool for
allocating trades to broker algorithms in an unbiased systematic fashion using a quantifiable method for evaluating and
rewarding brokers for execution performance. We also have commission sharing arrangements for our Single Ticket Clearing
service and our RFQ‑hub request‑for‑quote service. Because commissions are earned on a per‑transaction basis, such revenues
fluctuate from period to period depending on (a) the volume of securities traded through our services in the U.S. and Canada,
(b) the contract value of securities traded in Europe and the Asia Pacific region and (c) our commission rates. Certain factors
that affect our volumes and contract values traded
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include: (i) macro trends in the global equities markets that affect overall institutional equity trading activity,
(ii) competitive pressure, including pricing, created by the existence of electronic execution competitors and (iii) potential
changes in market structure in the U.S. and other regions. In addition to share volume, revenues from net executions are also
impacted by the width of spreads within the NBBO. Trade orders are delivered to us from our OMS and EMS products and
other vendors’ products, direct computer‑to‑computer links to customers through ITG Net and third‑party networks and
phone orders from our customers.
Recurring revenues are derived from the following primary sources: (i) connectivity fees generated through ITG Net
for the ability of the sell‑side to receive orders from, and send indications of interest to, the buy‑side and for the sell‑side to
receive requests‑for‑quotes through RFQ‑hub, (ii) software and analytical products and services and (iii) maintenance and
customer technical support for our OMS.
Other revenues include: (1) the net spread on foreign exchange transactions executed on a principal basis to
facilitate equity trades by clients in different currencies, as well as on other foreign exchange transactions unrelated to equity
trades, (2) non-recurring consulting services, such as one-time implementation and customer training related activities,
(3) investment income from treasury activity, (4) interest income on securities borrowed in connection with customers’
settlement activities, (5) market gains/losses resulting from temporary positions in securities assumed in the normal course of
agency trading (including trade errors and client trade accommodations), (6) non‑recurring gains and losses such as
divestitures and (7) fees earned for clearing securities transactions on behalf of other broker-dealers.
As a result of adopting ASC 606 on January 1, 2018, we identified two key accounting changes that affect the
timing of revenue recognition as it relates to bundled commission arrangements and fees for software licenses. The financial
impact of these accounting changes includes (1) a deferral of revenues primarily generated in the first half of the year for
commissions attributable to analytics products under bundled arrangements that will be recognized over the course of the
year as the performance obligations for those analytics products are satisfied and (2) an acceleration of license fee revenues to
the delivery date for software provided for a specified period. These changes only relate to the timing of when revenue is
recognized and have no effect on the underlying transaction price of the products and services we perform. For more
information on our evaluation of the revenue recognition standard and its impact on our financial statements, see Note
3, Revenue from Contracts with Customers, to the condensed consolidated financial statements.
Expenses
Compensation and employee benefits, our largest expense, consist of salaries and wages, incentive compensation,
employee benefits and taxes. Incentive compensation fluctuates based on revenues, profitability and other measures, taking
into account the competitive environment for key talent. Incentive compensation includes a combination of cash and
deferred share‑based awards. Only the cash portion of incentive compensation is a variable expense in the current period. As
a result, our ratio of compensation expense to revenues may fluctuate from period to period based on revenue levels.
Transaction processing expense consists of costs to access various third‑party execution destinations and to process,
clear and settle transactions. These costs tend to fluctuate with share and trade volumes, the mix of trade execution services
used by clients and the rates charged by third parties.
Occupancy and equipment expense consists primarily of rent and utilities related to leased premises, office
equipment and depreciation and amortization of fixed assets and leasehold improvements.
Telecommunications and data processing expenses primarily consist of costs for obtaining market data,
telecommunications services and systems maintenance.
Other general and administrative expenses primarily include software amortization, professional (including legal)
fees, consulting, business development and intangible asset amortization.
Interest expense consists primarily of costs associated with outstanding debt and credit facilities.
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Non‑GAAP Financial Measures
To supplement our financial information presented in accordance with accounting principles generally accepted in
the U.S. (“U.S. GAAP”), management uses certain “non‑GAAP financial measures” as such term is defined in Regulation G
promulgated by the SEC. Generally, a non‑GAAP financial measure is a numerical measure of a company’s operating
performance, financial position or cash flows that excludes or includes amounts that are included in, or excluded from, the
most directly comparable measure calculated and presented in accordance with U.S. GAAP. Management believes the
presentation of these measures provides investors with greater transparency and supplemental data relating to our financial
condition and results of operations, and therefore a more complete understanding of factors affecting our business than
U.S. GAAP measures alone. In addition, management believes the presentation of these measures is useful to investors for
period‑to‑period comparison of results as the items described below reflect certain unique and/or non‑operating items such as
acquisitions, divestitures, restructuring charges, write‑offs and impairments, charges associated with litigation or regulatory
matters together with related expenses or items outside of management’s control.
Adjusted expenses, adjusted pre-tax income, adjusted income tax expense and adjusted net income, together with
related per share amounts, are non‑GAAP performance measures that we believe are useful to assist investors in gaining an
understanding of the trends and operating results for our core business. These measures should be viewed in addition to, and
not in lieu of, results reported under U.S. GAAP.
Reconciliations of adjusted expenses, adjusted pre-tax income, adjusted income tax expense and adjusted net
income to expenses, income before income tax expense, income tax expense and net income and related per share amounts as
determined in accordance with U.S. GAAP for the three months ended March 31, 2018 are provided below (dollars in
thousands except per share amounts). There were no such adjustments during the three months ended March 31, 2017.
Three Months Ended
March 31,
2018

Total expenses
Less:
Restructuring (1)
Adjusted expenses

$

125,587

$

(7,165)
118,422

Income before income tax expense
Effect of adjustments
Adjusted pre-tax income

$

Income tax expense
Tax effect of adjustments (1)
Reduction in tax reserves (2)
Adjusted income tax expense

$

Net income
Net effect of adjustments
Adjusted net income

$

Diluted income per share
Net effect of adjustments
Adjusted diluted income per share

$

$

$

$

5,897
7,165
13,062
1,520
—
1,862
3,382
4,377
5,303
9,680

$

0.13
0.15
0.28

(1) During the three months ended March 31, 2018, we incurred restructuring charges of $7.2 million related to the elimination of certain
positions in the U.S. Due to the full valuation on U.S. deferred tax assets, there is no tax effect on this adjustment.
(2) During the three months ended March 31, 2018, we resolved a multi-year tax contingency in the U.S. and reduced tax reserves by $1.9
million.
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Executive Summary for the Quarter Ended March 31, 2018
Consolidated Overview
Our overall results for the first quarter were strong, with the highest revenues and adjusted net income since the
second quarter of 2015. We continued to achieve solid results in our international operations, posting record levels of
revenue and profits in both Europe and Asia Pacific. U.S. revenues were lower due mainly to weaker performance in our
regional Execution Services offering, as commission share revenues from our Workflow Technology products saw significant
growth globally.
Our revenues during the first quarter of 2018 were $131.5 million, 9% higher than the first quarter of 2017. On a U.S.
GAAP basis, we earned net income of $4.4 million, or $0.13 per diluted share in the first quarter of 2018, compared to net
income of $5.3 million, or $0.16 per diluted share in the first quarter of 2017. Our GAAP results in the first quarter of 2018
included a restructuring charge of $7.2 million, or $0.21 per diluted share, related to the elimination of certain positions in
the U.S., partially offset by a benefit of $1.9 million, or $0.06 per diluted share, related to a reduction in tax reserves from
resolving a multi-year contingency in the U.S. On an adjusted basis excluding those items, we generated net income of $9.7
million, or $0.28 per diluted share in the first quarter of 2018. There were no non-GAAP adjustments to results for the first
quarter of 2017.
First quarter 2018 results include the impact of adopting a new accounting pronouncement that changes the timing
of revenue recognition and requires global commission revenues attributed to analytics products under bundled
arrangements to be recognized over the course of the annual service period. This change resulted in the deferral of $3.8
million in commission revenues in the first quarter of 2018. It is expected to result in the deferral of approximately $2 million
in revenues in the second quarter of 2018. These deferrals are expected to be offset by increased recognition of bundled
commission revenues in the second half of the year. This accounting change also accelerated the recognition of software
license fees, increasing revenues by $0.4 million during the three months ended March 31, 2018.
The U.S. staff positions eliminated at the end of the first quarter of 2018 through the restructuring and attrition are
expected to save nearly $10 million in annual costs, of which approximately $8.5 million is expected to be saved by our U.S.
operations and the balance is expected to be saved in our international segments through reduced cost allocations. The total
cost reduction measures we have implemented since launching the Strategic Operating Plan (“SOP”) in the third quarter of
2016 have resulted in annual savings of more than $30 million. These savings are fully funding investments we are making
under the SOP and in strategic hires.
We are continuing our focus on the execution of our SOP, which aims to enhance our global capabilities in
liquidity, execution, analytics and workflow technology solutions. As of March 31, 2018, our total investment under the
plan since its inception in late July 2016 is approximately $27 million.
Segment Discussions
In the first quarter of 2018, we changed the way we measure the profitability of our regional segments to reflect the
global nature of our business operations. Certain expenses that are incurred in the U.S. on behalf of the entire Company are
now being allocated to the international segments. For comparability purposes, we have restated previously reported segment
results for the first quarter 2017 resulting in a decrease in U.S. expenses of $2.7 million and increases in expenses in Canada,
Europe and Asia Pacific of $0.7 million, $1.3 million and $0.7 million, respectively.
In the U.S., our U.S. average daily volume (“ADV”) was 4% higher than the fourth quarter of 2017 and 9% lower
than the first quarter of 2017. Market-wide trading activity increased in the first quarter of 2018 on both a sequential and
year-over-year basis from sharp spikes in volatility, which reduced block trading activity, and from higher levels of trading in
exchange-traded funds (“ETFs”). These market dynamics generally result in a lower market share for us. Overall revenues
were down 9% as compared to the prior-year quarter, primarily reflecting in part decreased trading in our POSIT Alert block
crossing system, a reduction in lower-margin sell-side trading and the impact of the commission deferral under the new
revenue recognition standard. These decreases were offset in part by an increase in commission sharing revenues for trades
executed with third-party brokers via Triton and the Algo Wheel.
Our trading activity in Canada was robust during the quarter despite a slight reduction in market-wide volumes as
compared to the first quarter of 2017. Average daily volume executed in our Canadian broker was 11% higher than
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the first quarter of 2017 while market-wide volumes were down 3% versus the prior year quarter. Overall revenues were up
9% compared to the prior-year quarter, with MATCHNow setting a new quarterly revenue record.
In Europe, we set new records for revenues and profitability during the first quarter of 2018. Our executed daily
value increased 2% in British pound terms compared to the first quarter of 2017, which was below the 13% increase in daily
market-wide trading activity due to the impacts of increased volatility and the implementation of dark pool trading caps in
March under the new Markets in Financial Instruments Directive (“MiFID”) II regulations. Overall revenues were up 22%
over the first quarter of 2017, driven in part by a 55% increase in value traded in our POSIT Alert block crossing system,
which is generally exempt from the caps, and strong growth in commission sharing revenues for trades executed with thirdparty brokers via Triton and the Algo Wheel.
In Asia Pacific, we achieved another quarter of record revenues and record profitability on a restated basis. Marketwide daily value traded in our five largest regional markets was up 50% versus the first quarter of 2017, while our daily value
traded was up 68%. Overall Asia Pacific revenues rose 41% over the prior-year quarter.
Corporate activity in the first quarter of 2018 reduced GAAP pre-tax income by $13.2 million, including the $7.2
million cost to implement the staff reductions in the U.S. On an adjusted basis excluding that charge, corporate activity
reduced first quarter 2018 pre-tax income by $6.0 million. Corporate activity in the first quarter of 2017 reduced pre-tax
income by $6.1 million.
Capital Resource Allocation
During the first quarter of 2018, we repurchased 180,333 shares under our authorized repurchase program for $3.6
million, or an average cost of $19.80 per share. We also maintained our $0.07 quarterly dividend program, paying out $2.3
million in cash.
Our goal over the long term is to use our share repurchase program to offset dilution from the issuance of stock under
employee compensation plans, although the number of shares repurchased may vary from period to period. We may
repurchase additional shares opportunistically, depending on various factors including, among others, market conditions and
competing needs for the use of our capital. During February 2018, the Board of Directors increased our share repurchase
program by an additional 4.0 million shares.
Results of Operations — Three Months Ended March 31, 2018 Compared to Three Months Ended March 31, 2017
U.S. Operations
Three Months Ended
March 31,
2018
2017*

$ in thousands

Revenues:
Commissions and fees
Recurring
Other
Total revenues
Expenses:
Compensation and employee benefits
Transaction processing
Other expenses
Total expenses
Loss before income tax

$

$

35,627
11,888
971
48,486
22,409
8,309
19,134
49,852
(1,366)

$

$

40,561
11,921
911
53,393

Change

$ (4,934)
(33)
60
(4,907)

24,991
10,948
21,397
57,336
(3,943) $

(2,582)
(2,639)
(2,263)
(7,484)
2,577

% Change

(12)%
(0)%
7%
(9)%
(10)%
(24)%
(11)%
(13)%
65 %

* Restated for comparability purposes, resulting in a decrease in U.S. expenses of $2.7 million for costs incurred in the U.S. on behalf of the
global business that are now being allocated to the international segments.

We adopted the new revenue recognition standard on January 1, 2018, which resulted in a $2.0 million reduction in
commissions and fees from deferring revenue attributable to bundled commission arrangements for analytics products. We
expect to recognize these deferred commissions in the second half of 2018 as we deliver products under the bundled
arrangements. The remaining decline in commissions and fees was attributable to reduced trading in
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our POSIT Alert block crossing system, a reduction in lower-margin sell-side trading and the spin-out of our derivatives
business to the Matrix derivatives venture in mid-February. Our overall revenue per share was unchanged from the prior-year
quarter at $0.0037. Our market share declined from 2.07% in the fourth quarter of 2017 to 1.80% in the first quarter of 2018
due to the impacts of increased volatility on block trading and the market-wide growth in ETF trading. The decreases in
commissions and fees noted above were offset in part by an increase in commission sharing revenues for trades executed with
third-party brokers via Triton and the Algo Wheel.
Three Months Ended
March 31,
2018
2017

U.S. Operations: Key Indicators*

Total trading volume (in billions of shares)
Average trading volume per day (in millions of shares)
Average revenue per share
U.S. market trading days

8.4
137.4
$ 0.0037
61

$

9.4
150.9
0.0037
62

Change

(1)
(14)
$ —
(1)

% Change

(11)%
(9)%
—%
(2)%

* Excludes activity from the trading of derivatives and Latin America equities, commission share arrangements and the deferral of commissions
under bundled trading arrangements for analytics products.

Recurring revenues were comparable to the first quarter of 2017 primarily due to an increase in OMS license fees
from the revenue acceleration required by the new accounting standard that was offset by slight decreases in connectivity
and billed analytics product revenue.
Other revenues increased 7% from the first quarter of 2017 primarily due to dividend income on short settlements
and a reduced impact from client trade accommodations, partially offset by a decrease in market data tape rebate revenue.
Compensation and employee benefits decreased 10% from the prior year period, primarily due to employee
termination costs incurred in the first quarter of 2017 of $2.5 million. The impact of lower salaries from reduced headcount
and lower bonus accruals was largely offset by a reduction in capitalized compensation for software development.
Transaction processing costs decreased 24% compared to the first quarter of 2017, which was much steeper than the
9% reduction in ADV due to the impact of reduced lower-margin sell-side trading and the spin-out of our derivatives
business to the Matrix venture in February 2018. As a percentage of commissions and fees, transaction processing costs
decreased to 23.3% in the current period from 27.0% during the prior year period due to the factors mentioned above, offset
in part by the impact of deferring commissions attributable to bundled arrangements for analytics products.
Other expenses decreased 10% compared to the prior year period due primarily to decreases in occupancy and
equipment expenses related to the reduction of office space in our New York headquarters in late December 2017 and the
reduction in office space in Boston in late March 2017. In addition, costs incurred during the first quarter of 2017 included a
charge of $0.8 million to implement the reduction in our Boston office space.
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Canadian Operations
Three Months Ended
March 31,
2018
2017*

$ in thousands

Revenues:
Commissions and fees
Recurring
Other
Total revenues
Expenses:
Compensation and employee benefits
Transaction processing
Other expenses
Total expenses
Income before income tax

$

$

15,777
1,332
938
18,047
5,390
2,943
5,885
14,218
3,829

$

$

14,232
1,303
947
16,482
4,864
2,931
5,856
13,651
2,831

Change

$ 1,545
29
(9)
1,565

$

526
12
29
567
998

% Change

11 %
2%
(1)%
9%
11
0
0
4
35

%
%
%
%
%

* Restated for comparability purposes, resuting in an increase in Canadian expenses of $0.7 million for costs incurred in the U.S. on behalf of
the global business that are now being allocated to the international segments.

Currency translation from a stronger Canadian Dollar increased total Canadian revenues and expenses by $0.6
million and $0.4 million, respectively, resulting in an increase of $0.2 million to pre-tax income.
Overall commissions and fees increased 11% compared to the first quarter of 2017 due to an 11% growth in ADV in
our Canadian broker. We achieved this growth despite a 3% decline in market-wide trading volumes due to increased
activity from buy-side clients, record volumes and revenues in our MATCHNow marketplace and the positive impact of
currency movements.
Recurring revenues increased 2% compared to the prior year period as an increase in billed revenue for analytics
products offset a small decrease in connectivity fees. Other revenues were comparable to the prior year period.
Compensation and employee benefits costs increased 11% compared to the first quarter of 2017 primarily due to
higher incentive compensation, increased stock-based compensation and the impact of currency movements.
Transaction processing costs were comparable to the first quarter of 2017 as the impact of an 11% growth in ADV in
our Canadian broker and currency movements was offset by a higher crossing rate on our executed volume in MATCHNow
and a reduction in costs from self-clearing trades in U.S. stocks by Canadian clients. As a percentage of commissions and fees,
transaction processing costs decreased to 18.7%, compared to 20.6% due to the factors noted above, offset in part by the
impact of the commission deferral.
Other expenses were comparable to the prior year period as higher costs for hardware and software were offset by a
reduction in the amount charged for our global research and development resources.
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European Operations
Three Months Ended
March 31,
2018
2017*

$ in thousands

Revenues
Commissions and fees
Recurring
Other
Total revenues
Expenses:
Compensation and employee benefits
Transaction processing
Other expenses
Total expenses
Income before income tax

$

$

40,513
4,363
(46)
44,830
10,965
11,523
10,433
32,921
11,909

$

$

Change

% Change

32,781 $ 7,732
3,982
381
(51)
5
36,712
8,118

24
10
10
22

%
%
%
%

9,862
8,146
8,766
26,774
9,938

11
41
19
23
20

%
%
%
%
%

1,103
3,377
1,667
6,147
$ 1,971

* Restated for comparability purposes, resulting in an increase in European expenses of $1.3 million for costs incurred in the U.S. on behalf of
the global business that are now being allocated to the international segments.

Overall currency rate changes in the European region increased revenues and expenses by $4.3 million and $2.8
million, respectively, resulting in an increase of $1.5 million to pre-tax income. This increase in pre-tax income was largely
attributable to the strengthening of the Euro as revenues and expenses originated in British pounds largely offset.
Commissions and fees increased 24% over the first quarter 2017 due primarily to record trading in our POSIT Alert
block crossing system, growth in algorithmic trading and an increase in commission sharing revenues for trades executed
with third-party brokers via Triton and the Algo Wheel. The growth in commissions and fees also included $4.1 million of
additional revenue from favorable currency movements. These increases were partially offset by reduced levels of non-block
trading in POSIT from the implementation in March of the dark pool trading caps required under the MiFID II regulations.
Recurring revenues increased 10% from the prior year period due to growth in our RFQ-hub platform and new
revenues for research payment account (“RPA”) administration fees as a result of MiFID II regulations for unbundling that
went into effect in January 2018.
Compensation and employee benefits increased 11% from the first quarter of 2017 due to increased salaries and the
impact of currency movements.
Transaction processing costs increased 41% from the prior year period, reflecting a lower crossing rate in POSIT, an
increase in rebates paid to introducing firms, higher costs to execute ETF trades, 2% growth in daily value traded in British
pound terms and $1.2 million of additional costs from currency movements. As a percentage of commissions and fees,
transaction processing costs increased to 28.4% in the first quarter of 2018 from 24.8% in the prior-year quarter.
Other expenses increased 19% from the first quarter of 2017 due to higher costs for facilities, hardware and software,
market data and increased charges for our global research and development resources. In addition, costs increased by $0.7
million for the impact of currency movements.
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Asia Pacific Operations
Three Months Ended
March 31,
2018
2017*

$ in thousands

Revenues:
Commissions and fees
Recurring
Other
Total revenues
Expenses:
Compensation and employee benefits
Transaction processing
Other expenses
Total expenses
Income before income tax

$

$

17,652
1,979
(24)
19,607
5,245
4,305
5,377
14,927
4,680

$

$

Change

12,306 $ 5,346
1,744
235
(107)
83
13,943
5,664
5,163
2,831
4,835
12,829
1,114

82
1,474
542
2,098
$ 3,566

% Change

43
13
78
41

%
%
%
%

2
52
11
16
320

%
%
%
%
%

* Restated for comparability purposes, resulting in an increase in Asia Pacific expenses of $0.7 million for costs incurred in the U.S. on behalf
of the global business that are now being allocated to the international segments.

Currency translation increased total Asia Pacific revenues and expenses by $0.4 million and $0.2 million,
respectively, resulting in an increase of $0.2 million to pre-tax income.
Commissions and fees increased 43% over the first quarter of 2017 due to growth in our average daily value traded
in the region of 68%. This growth outperformed the 50% increase in average daily value traded market-wide due to the
increased use of our trading algorithms and our POSIT Alert block crossing system. We also had a significant increase in
commission revenue from our portfolio trading desk and higher commission sharing revenues from trades executed via our
Triton EMS and the Algo Wheel and for trading technology licensed to regional broker-dealers.
Recurring revenues increased 13% over the first quarter of 2017 due to an increase in connectivity revenue, while
other revenues improved due to a reduced impact from trade accommodations.
Compensation and employee benefits increased 2% over the prior year period due to higher incentive
compensation, offset in part by an increase in capitalized compensation for software development.
Transaction processing costs increased 52% from the first quarter of 2017, which was lower than the 68% growth in
daily value executed, due primarily to the impact of a higher proportion of our trading in larger markets where costs are
lower. As a percentage of commissions and fees, transaction processing costs increased to 24.4% from 23.0% in the prior-year
quarter due to the impact of a lower average commission rate.
Other expenses increased 11% over the first quarter of 2017 due to costs for expanded office space in Hong Kong,
higher hardware and software costs and an increase in market data fees.
Corporate
Corporate activity includes investment income from treasury activity, certain non-operating revenues and other
gains as well as costs not associated with operating the businesses within our regional segments. These costs include, among
others, (a) the costs of being a public company, such as certain staff costs, a portion of external audit fees, and reporting,
filing and listing costs, (b) intangible asset amortization, (c) interest expense, (d) professional fees associated with our global
transfer pricing structure, (e) foreign exchange gains or losses and (f) certain non‑operating expenses.
In the first quarter of 2018, we incurred a pre-tax loss from Corporate activities of $13.2 million, reflecting $0.5
million of investment income and $13.7 million of costs, compared to a pre-tax loss of $6.1 million in the prior year period,
reflecting $0.3 million of investment income and $6.4 million of costs. Corporate costs in the first quarter of 2018 included a
restructuring charge of $7.2 million to eliminate certain positions in the U.S. Excluding this charge, corporate costs were $6.5
million on an adjusted basis, up slightly from the prior year period due to an increase in legal fees. Corporate costs, including
legal fees, can vary from period to period as we work through litigation, regulatory and other corporate matters.
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Consolidated income tax expense
Our effective tax rate was 25.8% on our pre-tax income in the first quarter of 2018 compared to a benefit of 39.1%
on our pre-tax loss in the first quarter of 2017. The low rate in the first quarter of 2018 reflects the impacts of a $1.9 million
benefit to reverse tax reserves following the resolution of uncertain tax positions in the U.S. for fiscal years 2011 and 2012
and higher profits generated in Asia Pacific, where we are not incurring tax expense due to fully reserved loss carryforwards.
The tax benefit in the first quarter of 2017 resulted from the recording of a deferred tax asset on the U.S. loss incurred in the
prior-year period. In the third quarter of 2017, the Company recorded a full valuation allowance against its U.S. deferred tax
assets and discontinued recording any tax benefits on U.S. losses.
Our consolidated effective tax rate can vary from period to period depending on, among other factors, the
geographic and business mix of our earnings.
Liquidity and Capital Resources
Liquidity
Our primary source of liquidity is cash provided by operations. Our liquidity requirements result from our working
capital needs, which include clearing and settlement activities, as well as our regulatory capital needs. A substantial portion
of our assets is liquid, consisting of cash and cash equivalents or assets readily convertible into cash. Cash is principally
invested in money market mutual funds. At March 31, 2018, unrestricted cash and cash equivalents totaled $230.3 million.
Included in this amount is $90.1 million of cash and cash equivalents held by subsidiaries outside the United States. Due to
the internal capital structure of our foreign subsidiaries and the inclusion of foreign earnings and profits in U.S. taxable
income pursuant to the Tax Cuts and Jobs Act, we do not anticipate a need to repatriate funds from certain foreign
subsidiaries to the U.S. by way of additional dividends in the foreseeable future.
As a self‑clearing broker‑dealer in the U.S., we are subject to cash deposit requirements with clearing organizations
that may be large in relation to total liquid assets and may fluctuate significantly based upon the nature and size of
customers’ trading activity and market volatility. At March 31, 2018, we had interest‑bearing security deposits totaling $28.4
million with clearing organizations in the U.S. for the settlement of equity trades. In the normal course of our U.S. settlement
activities, we may also need to temporarily finance customer securities positions from non-standard settlements or delivery
failures. These financings may be funded from existing cash resources, borrowings under stock loan transactions or short‑term
bank loans under our committed facility. On January 26, 2018, we entered into a new $150 million 364‑day revolving credit
agreement (the “Credit Agreement”) in the U.S. with a syndicate of banks and JPMorgan Chase Bank, N.A., as Administrative
Agent (see Note 12, Borrowings, to the condensed consolidated financial statements).
We also self‑clear equity trades in Australia, maintaining a deposit with clearing organizations of $3.1 million at
March 31, 2018. In Europe, we maintained $6.0 million in restricted cash related to protected client funds and we had
deposits with our clearing and settlement agents of $40.1 million at March 31, 2018. As part of our European settlement
activities, we may need to temporarily finance customer securities positions from non-standard settlements or delivery
failures. These financings may be funded from existing cash resources or short-term bank loans under uncommitted overdraft
facilities with our clearing agent and a commercial bank.
Capital Resources
Capital resource requirements relate to capital purchases, as well as business investments, and are generally funded
from operations.
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Operating Activities
The table below summarizes the effect of the major components of operating cash flow.
Three Months Ended
March 31,
2018
2017

(in thousands)

Net income
Non-cash items included in net income
Effect of changes in receivables/payables from/to customers and brokers
Effect of changes in other working capital and operating assets and liabilities
Net cash used in operating activities

$

$

4,377
20,499
(8,343)
(26,038)
(9,505)

$

$

5,302
12,694
(71,085)
(35,949)
(89,038)

Our operating activities typically result in the use of cash in the first quarter of an annual period due to the impact of
paying the cash portion of the prior year’s incentive compensation and for increased settlement receivables. Net cash being
used in operating activities during the three months ended March 31, 2018 was less than the prior-year period largely due to
a significant decrease in the use of cash from settlement receivables. The reduced use of cash in operating activities from
settlement receivables was partially offset by an increase in cash used in financing activities to reduce short-term bank
borrowings. Other working capital changes also had less of a negative impact on cash used in operating activities compared
to the prior period, mainly due to an increase in accrued research payables under client commission arrangements.
In the normal course of our clearing and settlement activities worldwide, cash is typically used to fund restricted or
segregated cash accounts (under regulations and otherwise), broker and customer fails to deliver/receive, securities borrowed,
deposits with clearing organizations and net activity related to receivables/payables from/to customers and brokers. The cash
requirements vary from day to day depending on value transacted and customer trading patterns.
Investing Activities
Net cash used in investing activities of $10.2 million during the three months ended March 31, 2018 includes
investments in software development projects, computer hardware and office space, as well as $0.6 million of cash included
in our investment in the Matrix derivatives venture.
Financing Activities
Net cash used in financing activities of $36.4 million primarily reflects repayment of short‑term bank borrowings
that are used to support our settlement activities, shares withheld for net settlements of share-based awards and capital returns
through repurchases of our stock and our dividend program.
During the first three months of 2018, we repurchased approximately 0.6 million shares of our common stock at a
cost of $11.9 million, which was funded from our available cash resources. Of these shares, nearly 0.2 million were purchased
under our Board of Directors’ authorization for a total cost of $3.6 million (average cost of $19.80 per share). In addition, 0.4
million shares were repurchased for $8.3 million pertaining solely to the satisfaction of minimum statutory withholding tax
upon the net settlement of equity awards. In February 2018, the Board of Directors increased our share repurchase
authorization by an additional 4.0 million shares. As of March 31, 2018, the total remaining number of shares currently
available for repurchase under ITG’s stock repurchase program was 4.4 million. The specific timing and amount of
repurchases will vary depending on various factors, including, among others, market conditions and competing needs for the
use of our capital. We may elect to conduct future share repurchases through open market purchases, private transactions or
automatic share repurchase programs under SEC Rule 10b5-1.
Regulatory Capital
ITG Inc. and AlterNet are subject to the SEC’s Uniform Net Capital Rule (Rule 15c3‑1), 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
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balances arising from customer transactions, as defined. AlterNet has elected to use the basic method permitted by
Rule 15c3‑1, which requires the maintenance of minimum net capital equal to the greater of 6 2 / 3 % of aggregate indebtedness
or $100,000. Dividends or withdrawals of capital cannot be made if capital is needed to comply with regulatory
requirements.
Net capital balances and the amounts in excess of required net capital at March 31, 2018 for the U.S. Operations are
as follows (dollars in thousands):
U.S. Operations

Net Capital

ITG Inc.
AlterNet

$

87,222
4,928

Excess

$

86,222
4,828

As of March 31, 2018, ITG Inc. had $9.2 million of cash in a special reserve bank account for the benefit of
customers under the Customer Protection Rule pursuant to SEC Rule 15c3-3 of the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), and $3.5 million under proprietary accounts of broker dealers.
In addition, our Canadian, European and Asia Pacific Operations have subsidiaries with regulatory capital
requirements. The regulatory net capital balances and amount of regulatory capital in excess of the minimum requirements
applicable to each business at March 31, 2018, is summarized in the following table (dollars in thousands):
Net Capital

Canadian Operations
Canada
European Operations
Ireland
U.K.
Asia Pacific Operations
Australia
Hong Kong
Singapore

$

24,025

Excess

$

23,637

61,718
1,411

26,711
361

30,998
2,987
1,144

9,738
2,604
1,068

Liquidity and Capital Resource Outlook
Historically, our working capital, stock repurchase, dividend program and investment activity requirements have
been funded from cash from operations and short‑term loans, with the exception of strategic acquisitions, which at times have
required long‑term financing. We believe that our cash flow from operations, existing cash balances and our available credit
facilities will be sufficient to meet our ongoing operating cash and regulatory capital needs, while also complying with the
terms of the Credit Agreement. However, our ability to borrow additional funds may be impacted by financial lending
institutions’ ability or willingness to lend to us on commercially acceptable terms.
Off-Balance Sheet Arrangements and Aggregate Contractual Obligations
We are a member of various U.S. and non-U.S. exchanges and clearing houses that trade and clear, respectively,
equities and/or derivative contracts. Associated with our membership, we may be required to pay a proportionate share of
financial obligations of another member who may default on its obligations to the exchanges or the clearing house. While
the rules governing different exchange or clearinghouse memberships vary, in general, our guarantee obligations would arise
only if the exchange had previously exhausted its resources. The maximum potential payout under these memberships
cannot be estimated. We have not recorded any contingent liability in the condensed consolidated financial statements for
these agreements and believe that any potential requirement to make payments under these agreements is remote.
As of March 31, 2018, our other contractual obligations and commercial commitments consisted principally of fixed
charges, including minimum future rentals under non-cancelable operating leases, minimum future purchases under noncancelable purchase agreements and compensation under employment agreements.
There has been no significant change to such arrangements and obligations since December 31, 2017.
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New Accounting Pronouncements
In January 2017, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”)
2017‑04, Intangibles – Goodwill and other (Topic 350): Simplifying the test for goodwill impairment. The amendments in
this ASU address concerns over the cost and complexity of the two-step goodwill impairment test and removes the second
step of the test. An entity will apply a one-step quantitative test and record the amount of goodwill impairment as the excess
of a reporting unit's carrying amount over its fair value, not to exceed the total amount of goodwill allocated to the reporting
unit. The new guidance does not amend the optional qualitative assessment of goodwill impairment. ASU 2017‑04 is
effective for annual or any interim goodwill impairment tests in fiscal years beginning after December 15, 2019. We are
currently evaluating the new guidance and have not yet determined the impact of adoption on our financial statements.
In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842), which requires lessees to recognize leases on
the balance sheet and disclose key information about leasing arrangements. The new standard requires a lessee to recognize
an asset and lease liability on the balance sheet for all leases with a term longer than 12 months. Leases will be classified as
finance or operating, with classification affecting the pattern of expense recognition in the income statement. Classification
will be based on criteria that are largely similar to those applied in current lease accounting, but more significant
management judgment will be required. The new standard is effective for us on January 1, 2019, with early adoption
permitted. A modified retrospective transition approach, which requires leases to be recognized and measured at the
beginning of the earliest period presented in the financial statements, is required for adoption. We are currently in the
assessment phase of our evaluation of this guidance, where we are conducting detailed reviews of the Company’s real estate
and equipment leases and facilitating scoping interviews to identify the complete population of the Company’s lease
arrangements, including any embedded lease arrangements within the Company’s service contracts.
Critical Accounting Estimates
There has been no significant change to our critical accounting estimates, which are more fully described in 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, 2017.
Item 3. Quantitative and Qualitative Disclosures About Market Risk
Please see our Annual Report on Form 10-K (Item 7A) for the year ended December 31, 2017. There has been no
material change in this information.
Item 4. Controls and Procedures
a)

Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures. Under the supervision and
with the participation of our management, including our principal executive officer and principal financial
officer, we conducted an evaluation of the effectiveness of our disclosure controls and procedures, as such term
is defined under Rule 13a-15(e) promulgated under the Exchange Act. Based on this evaluation, our principal
executive officer and our principal financial officer concluded that our disclosure controls and procedures were
effective as of the end of the period covered by this quarterly report.

b)

Changes in Internal Control over Financial Reporting. There were no changes in our internal control over
financial reporting during the quarter ended March 31, 2018 that have materially affected, or are reasonably
likely to materially affect, our internal control over financial reporting.
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PART II. — OTHER INFORMATION
Item 1. Legal Proceedings
Information pertaining to legal proceedings can be found in “Item 1. Financial Statements—Note 19. Contingencies
—Legal Matters” and is incorporated herein by reference.
Item 1A. Risk Factors
There has been no significant change to the risks or uncertainties that may affect our results of operations since
December 31, 2017. Please see Item 1A in our Annual Report on Form 10-K for the year ended December 31, 2017.
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
The following table sets forth our stock repurchase activity during the first three months of 2018, including the total
number of shares purchased, the average price paid per share, the number of shares repurchased as part of a publiclyannounced plan or program, and the number of shares yet to be purchased under the plan or program.
ISSUER PURCHASES OF EQUITY SECURITIES

Period

From: January 1, 2018
To: January 31, 2018
From: February 1, 2018
To: February 28, 2018
From: March 1, 2018
To: March 31, 2018
Total

Total Number of
Shares (or Units)

Average
Price Paid per

Purchased (a)

Share (or Unit) (a)

163,434

$

401,355
22,902
587,691

$

Total Number of
Shares (or Units)
Purchased as Part of
Publicly Announced
Plans or Programs
(b)

Maximum Number
of Shares (or Units)
that May Yet
Be Purchased
Under the Plans or
Programs (b)

21.36

13,425

548,130

19.81

144,006

4,404,124

19.69
20.24

22,902
180,333

4,381,222

(a) This column includes the acquisition of 407,358 common shares from employees in order to satisfy minimum statutory withholding tax
requirements upon net settlement of equity awards.
(b) In February 2018, our Board of Directors authorized the repurchase of an additional 4.0 million shares. This authorization has no expiration
date. As of March 31, 2018, there were 4.4 million shares remaining available for repurchase under ITG’s stock repurchase program. The
specific timing and amount of repurchases will vary depending on various factors including, among others, market conditions and
competing needs for the use of our capital.

During the first three months of 2018, we repurchased approximately 0.6 million shares of our common stock at a
cost of $11.9 million, which was funded from our available cash. Of these shares, nearly 0.2 million were purchased under our
Board of Directors’ authorization for a total cost of $3.6 million (average cost of $19.80 per share). In addition, nearly 0.4
million shares repurchased for $8.3 million pertained solely to the satisfaction of minimum statutory withholding tax upon
the net settlement of equity awards. As of March 31, 2018, the total remaining number of shares currently available for
repurchase under ITG’s stock repurchase program was 4.4 million.
During the first quarter of 2018, the Board of Directors declared, and we paid, a quarterly dividend of $0.07 per
share, totaling $2.3 million, including less than $0.1 million in stock under the Company’s equity award plans.
Item 3. Defaults Upon Senior Securities
Not applicable.
Item 4. Mine Safety Disclosures
Not applicable.
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Item 5. Other Information
Not applicable.
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Item 6. Exhibits

10.1*(†)

Separation Agreement dated as of March 23, 2018 between James P. Selway III and Investment Technology
Group, Inc.

10.2*(†)

Offer letter dated as of June 20, 2016 between Brian Pomraning and Investment Technology Group, Inc.

31.1*

Rule 13a-14(a) Certification

31.2*

Rule 13a-14(a) Certification

32.1**

Section 1350 Certification

101*

Interactive Data File
The following furnished materials from Investment Technology Group, Inc.’s Quarterly Report on Form 10-Q
for the quarter ended March 31, 2018, formatted in XBRL (Extensible Business Reporting Language), are
collectively included herewith as Exhibit 101:
101. INS XBRL Instance Document.
101. SCH XBRL Taxonomy Extension Schema.
101. CAL XBRL Taxonomy Extension Calculation Linkbase.
101. DEF XBRL Taxonomy Extension Definition Linkbase.
101. LAB XBRL Taxonomy Extension Label Linkbase.
101. PRE XBRL Taxonomy Extension Presentation Linkbase.

*
**
(†)

Filed herewith.
Furnished herewith.
Management contracts or compensatory plans or arrangements.
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SIGNATURE
Pursuant to the requirements of 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.
INVESTMENT TECHNOLOGY GROUP, INC.
(Registrant)
Date: May 2, 2018

By:
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/s/ STEVEN R. VIGLIOTTI
Steven R. Vigliotti
Chief Financial Officer and Chief Administrative
Officer and Duly Authorized Signatory of Registrant

Exhibit 10.1

March 1, 2018
James P. Selway III
***
Dear Jamie,
As you know, your employment with ITG Inc. (“ITG” or the “Company”) will terminate effective
March 9, 2018 (the “Separation Date”) by mutual agreement.
You will receive: (i) a final paycheck, which will include a payment for all unpaid wages you have
earned through the Separation Date, less any applicable deductions and withholdings; and (ii) a payment for the
value of your accrued but unused vacation, less any applicable deductions and withholdings.
Although your group health insurance coverage will end on the last day of the month in which your
employment terminates, you may be eligible to continue that coverage pursuant to the provisions of the
Consolidated Omnibus Budget Reconciliation Act of 1985, as amended (“COBRA”). Information concerning your
rights under COBRA will be sent to you separately. If you have any questions in that regard, please contact Human
Resources at 212.588.4222. All other benefits, including life insurance and short and long-term disability, will cease
upon the Separation Date. If you are a participant in the Investment Technology Group, Inc. 401(K) Plan, you will
cease to participate in that plan as of the Separation Date. A contribution to the 401(K) plan (based on the historical
amount you have elected to contribute to such plan) will be deducted from your final paycheck. To the extent you
have any vested stock options or shares, the exercise of such options or shares shall remain governed by the
terms, conditions, and rules of the applicable plans, agreements, or certificates and applicable law.
Although under no obligation to do so, the Company is also offering you the opportunity to receive
benefits pursuant to the terms and conditions set forth in this separation and general release letter agreement (the
“Agreement”). Please read this Agreement carefully and, if you agree with and accept the terms and conditions set
forth herein, sign in the space provided below and return the signed Agreement to the Company within the
applicable Review Period (as defined below).
*

*

*

1.
Benefits. In exchange for entering into this Agreement and the promises and consideration
contained herein, including your release of all claims against ITG as set forth below, ITG will provide you with the
following payments and benefits (together, the “Benefits”):

(a)
Continued Vesting and Payment of Equity Awards. Subject to the approval of the
Compensation Committee of the Board of Directors of Investment Technology Group, Inc. and your compliance
with the covenants in Section 4 below, you will continue to vest in:
(i)
all Stock Units, as defined in the 2007 Omnibus Equity Compensation Plan
(the “Equity Plan”), awarded to you pursuant to the Stock Unit Grant Agreement between you and the Company
dated 1/24/18, as if you continued in employment with the Company on the applicable vesting date set forth in the
Stock Unit Grant Agreement, and the Stock Units will be distributed pursuant to the terms of the Stock Unit Grant
Agreement; provided that the Stock Unit Grant (as that term is defined in the Stock Unit Grant Agreement) shall
become immediately vested in full (A) upon a change in control or (B) upon your death or Disability (as that term is
defined in the Stock Unit Grant Agreement); and
(ii)
all Basic Units, as defined in the Variable Compensation Stock Unit Award
Program Subplan (the “Equity Subplan”) and any Matching Units, as defined in the Equity Subplan, awarded to you
pursuant to the grant notices dated 11/12/15, 2/11/16,1/24/17 and1/24/18 under the Equity Subplan, as if you
continued in employment with the Company on each applicable vesting date set forth in the grant notices, and the
Basic Units and Matching Units will be settled on the schedule set forth in Section 7(a)(i) and (ii) of the Equity
Subplan; provided that if (i) a change in control occurs prior to the applicable settlement date and the change in
control transaction constitutes a “change in control event” within the meaning of such term under Section 409A of
the Internal Revenue Code of 1986, as amended (the “Code”), or (ii) you incur a Disability (as defined in the Equity
Subplan) or die prior to the applicable settlement date, in either case, any remaining Basic Units and Matching Units
that have not yet vested and been settled shall be settled within 30 calendar days following the date of the change in
control, or within 60 calendar days of your Disability or death, as applicable. If a change in control occurs and the
change in control transaction is not a “change in control event” within the meaning of such term under Section 409A
of the Code, any remaining Basic Units and Matching Units that have not yet been settled will not be settled upon
the change in control but will continue to be settled according to the schedule set forth in Section 7(a)(i) and (ii) of
the Equity Subplan. In no event will you, directly or indirectly, designate the calendar year of settlement.
(b)
Notwithstanding any continued vesting pursuant to the above, the Company may
claw back (recoup) the Stock Units and/or Basic and Matching Units that vest after the date of this Agreement, or
which remain unvested, if the Compensation Committee of the Board of Directors of Investment Technology Group,
Inc. determines that you materially breached the Company’s Code of Business Conduct and Ethics during your
employment at the Company. Such determination must be made and communicated to you within three years after
the date of this Agreement. The amount you are required to repay the Company and which the Company may
recoup from you shall be the end of day market dollar value of the Stock Units and/or Basic and Matching Units
being clawed back on the date each such unit vested and was
2

delivered. The Compensation Committee will consider all factors it deems to be relevant in determining any
appropriate amounts to claw back and has the discretion to determine the timing and form of recoupment. The
prevailing party in any action, suit, arbitration, or other proceeding to claw back or recover any amount pursuant to
this section shall be entitled to recover all of its reasonable attorneys’ fees and costs incurred in connection
therewith.
(c)
Non-competition Payments. ITG shall pay you a lump sum of $200,000 within thirty
(30) calendar days of the Effective Date (the “Non-Competition Payment”).
(d)
COBRA Premium Payments. If you properly elect to continue your group health
insurance coverage under COBRA, ITG will pay the full amount of your first six (6) months of COBRA coverage.
Upon completion of the six (6) months of COBRA coverage, ITG will cease contributing towards the cost of your
COBRA coverage. Thereafter, you will be responsible for the full cost of any further COBRA
coverage. Notwithstanding the foregoing, in the event you become eligible for health insurance coverage through
subsequent employment, ITG’s obligation to pay the premium for your COBRA coverage will immediately cease as
of the date of such eligibility and you will be responsible for the full cost of any COBRA coverage from that date
forward. You must notify ITG of such eligibility, by contacting Human Resources, at 212.588.4222 or via email to
ITG_HR@itg.com, immediately upon becoming aware of such eligibility. Notwithstanding the foregoing, the
Company reserves the right to restructure the foregoing COBRA payment arrangement in any manner necessary
or appropriate to avoid penalties or negative tax consequences to the Company, any of its Affiliates (as defined
below), or you, as determined by the Company in its sole and absolute discretion.
(e)
Compliance. You acknowledge and agree that your promise to comply with the
covenants in Section 4 below (including, but not limited to, Section 4(e)) provide a material element of the
consideration and inducement for the Company to enter into this Agreement, and, therefore, that your breach of any
of these obligations shall constitute a material breach of this Agreement, and that, in the event of any such breach
(as determined by the Company in its discretion), in addition to injunctive relief and any other damages: (i) any
Stock Units and/or Basic and Matching Units which have not vested as of the date of such breach shall not vest,
and shall terminate and be forfeited immediately, as of the date of such breach, and, as of such date, you shall have
no further rights with respect thereto; and (ii) you shall forfeit and not receive, or if already received, shall be
obligated to repay the payments set forth in Paragraph 1(b) in their entirety.
(f)
Withholdings. The Company shall withhold all applicable taxes and deductions from
all payments and benefits provided under this Agreement.
(g)
Acknowledgment. You acknowledge and agree that: (i) except as set forth in this
Agreement, you are not entitled to receive, and shall not receive, any other
3

payments or benefits from the Company or the ITG Released Parties (as defined below); (ii) the Benefits and other
consideration that you are receiving pursuant to this Agreement exceed anything of value to which you would
otherwise be entitled, and constitute just and sufficient consideration for the waivers, releases, and promises set
forth herein; (iii) the consideration set forth in this Agreement constitutes full accord and satisfaction for all amounts
due and owing to you, including, but not limited to, all salary, draw, incentive compensation, commissions, bonuses,
wages, overtime, expense reimbursements, or other payments or forms of remuneration of any kind or nature; (iv)
your eligibility for, entitlement to, and accrual of any payments or benefits from the Company, including, but not
limited to, paid time off, expense reimbursements, and any insurance or fringe benefits, terminated effective on the
Separation Date (unless otherwise stated herein); and (v) you reported to the Company any and all work-related
injuries, if any, incurred during your employment.
2.

General Release.

(a)
Except as set forth in Section 3 below (which identifies claims expressly excluded
from this release), in exchange for entering into this Agreement and the promises and consideration contained
herein, including the Benefits, you (on behalf of yourself and your spouse, domestic partner, children, agents,
assignees, heirs, executors, administrators, beneficiaries, trustees, legal representatives, and assigns) hereby
waive, release, and discharge ITG and the ITG Released Parties from any and all claims, grievances, injuries,
liabilities, controversies, demands, debts, accounts, actions, causes of action, obligations, and damages which you
now have, ever have had, or may have based upon or arising from any fact or set of facts, whether known or
unknown to you, contingent or otherwise, and whether specifically mentioned in this Agreement or not, from the
beginning of time until the date you execute this Agreement.
Without limiting the generality of the foregoing, this is a general release and includes, but is not limited
to, the waiver, release, and discharge of:
·
any claims or rights arising out of or relating in any way to your employment relationship with
the Company or other associations with the Company or any termination thereof, including, but not limited to, any
claim for wrongful discharge; and
·
any claims for breach of contract (express, implied, or otherwise), negligence, defamation,
or intentional tort; and
·
any claims of alleged employment discrimination, harassment, or retaliation on any basis,
including, but not limited to, race, color, ethnicity, national origin, age, gender, gender identity, pregnancy, disability
(or perceived disability), religion, sexual orientation, military status, whistleblower status, familial status, or marital
status; and
·
any claims based upon or arising under the Age Discrimination in Employment Act, 42
U.S.C. Section 1981, Title VII of the Civil Rights Act of 1964, the Family and Medical Leave Act of 1993, the
Employee Retirement Income Security Act (including, but not
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limited to, claims for breach of fiduciary duty under ERISA), the Americans With Disabilities Act, the New York
State Human Rights Law, New York State Constitution, New York Labor Law, New York Civil Rights Law, New
York City Human Rights Law, New York Executive Law, or any other federal, state, or local constitutions, statutes,
regulations, ordinances, or laws, including, but not limited to, any and all laws or regulations prohibiting employment
discrimination, harassment, or retaliation.
You acknowledge that you may later discover facts different from, or in addition to, those you now
know or believe to be true with respect to your employment, the separation of your employment (including the
reasons for such separation), and/or the claims released in this Agreement, and agree that the general release set
forth in this Section 2 shall be and remain in effect in all respects as a complete and general release as to all
matters released, notwithstanding any such difference of additional facts.
(b)
For purposes of this Agreement, (i) the term “ITG Released Parties” shall mean ITG’s
current and former and direct and indirect parents, subsidiaries, assigns, and Affiliates, and its or their respective
predecessors, successors, insurers and reinsurers, employee benefit plans (and the trustees, administrators,
fiduciaries, agents, representatives, insurers, and reinsurers of such plans), and past and present directors,
officers, employees, representatives, shareholders, fiduciaries, agents, and attorneys, in their individual and
representative capacities, and their past and present heirs, executors, administrators, and assigns; and (ii) the term
“Affiliates” shall mean any other company, directly or indirectly, controlling, controlled by, or under common control
with ITG.
3.
What You Are Not Releasing. The general release in Section 2 above does not include a
release of any rights or claims you may have: (a) to unemployment, state disability, worker’s compensation, and/or
paid family leave insurance benefits, in accordance with applicable law; (b) to continuation of your existing
participation in an ITG-sponsored group health benefit plan under COBRA; (c) to any vested benefits, as of the
Separation Date, under any ERISA-covered ITG employee benefit plan; (d) to any vested stock options or vested
shares, as of the Separation Date, the exercise of which shall remain governed by the terms, conditions, and rules
of the applicable plans, awards, certificates, or agreements and applicable law; (e) that cannot be released by
private agreement; (f) that arise after the date you execute this Agreement; or (g) under this Agreement.
4.

Your Continuing Obligations and the Protection of ITG’s Rights.

Subject to the provisions of Section 5 (Protected Conduct), you acknowledge and agree as follows:
(a)
Return of Company Property. You represent and warrant that, as of the date you
sign this Agreement: (i) you have returned to the Company any and all Company property and equipment in your
possession, custody, or control, including, but not limited to, any and all computers, telephones, or other electronic
devices, identification cards,
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keys, credit cards, documents, notebooks, and files, as well as all Confidential and Proprietary Information and
Materials (as defined below), in any form; and (ii) you have not retained any Confidential and Proprietary Information
and Materials on your personal computer or any other personal electronic device in your possession, custody, or
control.
(b)
Confidentiality. You acknowledge and agree that, during the course of your
employment with ITG, you had access to trade secrets, patents, copyrighted materials, proprietary computer
software and programs, and other confidential and proprietary information and materials of or about ITG and its
respective operations and customers (the “Confidential and Proprietary Information and Materials”). Such
Confidential and Proprietary Information and Materials shall include, without limitation, (i) marketing and business
plans, data, and strategies, (ii) existing and new or envisioned financial, investment and trading plans, strategies,
products, and data, (iii) financial, investment and trading data, strategies, programs, and methods, (iv) lists of actual
or prospective customers and customer contracts, and (v) information and materials developed from the foregoing
information and materials. Unless you shall first secure the Company’s written consent, you shall not directly or
indirectly publish, disclose, market or use, or authorize, advise, hire, counsel, or otherwise solicit or procure any
other person or entity, directly or indirectly, to publish, disclose, market, or use, any Confidential and Proprietary
Information and Materials, including any Confidential and Proprietary Information and Materials of which you
became aware or informed during your employment with the Company, whether such information is in your
memory or embodied in writing or other form. Such Confidential and Proprietary Information and Materials are and
shall continue to be the exclusive proprietary property of ITG. Upon receipt of any subpoena, court order, or other
legal process compelling the disclosure of any Confidential and Proprietary Information and Materials, you shall give
prompt written notice to ITG, c/o General Counsel, One Liberty Plaza, 165 Broadway, New York, NY 10006, so as
to permit ITG to protect its interests in confidentiality to the fullest extent possible.
(c)
Non-Disparagement. ITG agrees that, after the Effective Date, it will instruct each
member of the Operating Committee as of the Effective Date (together, the “OpCo”) not to make any Disparaging
remarks, comments, or statements, whether written or oral, to any of ITG’s past, present, or future customers,
competitors, employees, or to any third party about you. Nothing in this Agreement shall, nor is intended to,
discourage, prevent, or interfere with ITG: (i) providing truthful testimony or information, as may be required by
applicable law, regulation, or legal process; or, (ii) exercising its right to file a charge or complaint with or participate
in an investigation conducted by any self-regulatory organization or any federal, state, or local government agency,
authority, or legislative body. You will not make any Disparaging remarks, comments, or statements, whether
written or oral, to any of ITG’s past, present, or future customers, competitors, employees, or to any third party
about ITG or any of the ITG Released Parties. For purposes of this Agreement, “Disparaging” remarks, comments,
or statements are those that are defamatory or that, directly or indirectly, impugn the character, honesty, integrity,
morality, business acumen, or abilities in connection with any aspect of the operation of business of the individual or
entity being disparaged.
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(d)
Non-Solicitation. You acknowledge and agree to adhere to your continuing legal
and contractual obligations to the Company with respect to non-solicitation, as set forth in the applicable ITG Notice
and Non-Solicitation Policy and specifically agree that the provisions of Sections 3, 4, and 6 thereof remain valid
and binding and survive the termination of your employment. In addition, you further agree that the period of nonsolicitation set forth in Section 3(i) of the ITG Notice and Non-Solicitation Policy shall be amended and restated to
be the greater of either: (i) the period of time from twelve (12) months after your Separation Date or (ii) the period of
time from the Separation Date to the date on which all of the Basic Units and Matching Units granted to you
pursuant to the Equity Subplan are settled in accordance with Section 1(a) above.
(e)
Non-Competition. You hereby agree that, for a period of six (6) months after the
Separation Date (the “Non-Competition Period”), unless approved in advance in writing by the Company’s Chief
Executive Officer, which approval shall not be unreasonably withheld or delayed, you will not, in any manner,
directly or indirectly be engaged in or participate in any business, endeavor, or entity that is engaged in brokerage
operations or that competes with any of the businesses of the Company or its Affiliates as such businesses exist or
are in the process of being demonstrably planned as of the Separation Date, including, but not limited to, any
business engaged in the offering of execution services for equities, options, or futures, trade order and execution
management software, multi-asset connectivity services for order routing and indications of interest, and trading
and portfolio analytics (collectively, a “competing business”), within any geographical area in which, as of the
Separation Date, the Company or any of its Affiliates engage or demonstrably plan to engage in such business,
including any area in which the Company has an office or offers its services. For the avoidance of doubt, you will
be deemed to be directly or indirectly engaged or participating in a competing business if you are a principal, agent,
or stockholder (or other proprietary or financial interest holder) of five percent (5%) or more of any such business or
are or become a director, officer, agent, employee, salesperson, sales representative, broker, partner, individual
proprietor, lender, or consultant to or of any such business.
(f)
Confidentiality of this Agreement. You will maintain the confidentiality of and not
disclose the terms and conditions of this Agreement, including the amount and nature of the consideration provided
to you hereunder, to any third parties, with the exception of: (i) members of your immediate family, your attorneys,
accountants, tax, or financial advisors, each of whom shall be informed of this confidentiality obligation and shall
agree to be bound by its terms; (ii) the Internal Revenue Service or state or local taxing authority; (iii) as is
expressly required or protected by law; (iv) in any action to challenge or enforce the terms of this Agreement; or (v)
any prospective employer but only with respect to the restrictions on your activities following the Separation
Date. You acknowledge and agree that your promise to maintain the confidentiality of this Agreement is a material
term of this Agreement. You represent and warrant that, as of the date you sign this Agreement, you have not had
any discussion or made any disclosure contrary to your obligations under this Section.
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(g)
Cooperation. You agree that you will be reasonably available upon reasonable
advance notice from the Company to cooperate with, and assist, ITG and any of its Affiliates with respect to any
internal or regulatory or governmental action, investigation, or proceeding, or any actual or threatened litigation or
arbitration. The Company agrees to reimburse you for reasonable and pre-approved expenses in connection with
any such cooperation or assistance.
(h)
Remedies. You acknowledge and agree that the restrictions and agreements
contained in Section 4, in view of the nature of the business in which ITG and its Affiliates are engaged, are
reasonable, necessary, and in the Company’s best interests in order to protect the legitimate business interests of
ITG and its Affiliates, and that any violation thereof shall be deemed to be a material breach of this Agreement and
that the Company shall be entitled to pursue any and all remedies available to it in a court of competent jurisdiction.
In the event the Company or any of its Affiliates brings an action to redress a violation of Section 4, the prevailing
party on any claim(s) in such action shall be entitled to recover all of their reasonable attorneys’ fees and costs
incurred in connection therewith.
5.

Protected Conduct.

(a)
Nothing in this Agreement, including, but not limited to, Sections 2 (General Release)
or 4 (Your Continuing Obligations and Protection of ITG’s Rights), shall prohibit or restrict you, or be construed to
prohibit or restrict you, from filing a charge or complaint with, reporting possible violations of any law or regulation,
making disclosures to (including providing documents or other information), and/or participating in any investigation
or proceeding conducted by any self-regulatory organization or governmental agency, authority, or legislative body,
including, but not limited to, the Securities and Exchange Commission and/or Equal Employment Opportunity
Commission or as otherwise required by law; provided, however, that by signing this Agreement you understand,
acknowledge, and agree that you are waiving your right to receive individual relief based on claims asserted in any
such charge or complaint, except for any right you may have to receive a payment from any such self-regulatory
organization or governmental agency, authority, or legislative body (and not the Company) for documents or
information provided to such self-regulatory organization or governmental agency, authority, or legislative body.
(b)
You are hereby notified that under the Defend Trade Secrets Act: (i) no individual will
be held criminally or civilly liable under Federal or State trade secret law for disclosure of a trade secret (as defined
in the Economic Espionage Act) that is: (A) made in confidence to a federal, state, or local government official,
either directly or indirectly, or to an attorney, and made solely for the purpose of reporting or investigating a
suspected violation of law; or, (B) made in a complaint or other document filed in a lawsuit or other proceeding, if
such filing is made under seal so that it is not made public; and (ii) an individual who pursues a lawsuit for retaliation
by an employer for reporting a suspected violation of the law may disclose the trade secret to the attorney of the
individual and use the trade secret information in the court
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proceeding, if the individual files any document containing the trade secret under seal, and does not disclose the
trade secret, except as permitted by court order.
6.
Denial of Wrongdoing. Nothing about the fact or content of this Agreement, including that
you are receiving any payments or benefits under it, shall be considered or deemed to be an admission of any
wrongdoing, liability, or violation of law by ITG or any of the ITG Released Parties. ITG denies any liability,
committing any wrongdoing, or violating any legal duty with respect to you, your employment, or your separation
from employment.
7.
Timeline for Considering, Signing and Returning this Agreement. You shall have
twenty-one (21) calendar days after the date you received this Agreement to review and consider it, to discuss it
with an attorney of your choosing, and to decide whether or not to sign it (the “Review Period”). If you elect to
sign this Agreement, the executed Agreement must be returned to ITG, c/o Human Resources, One Liberty
Plaza, 165 Broadway, New York, NY 10006, no earlier than the Separation Date and no later than the last
day of the Review Period. This deadline will be extended to the next business day should it fall on a Saturday,
Sunday, or holiday recognized by the U.S. Postal Service. You acknowledge and agree that if you fail to return the
executed Agreement to ITG within the Review Period, the entire Agreement shall be null and void and the parties
shall have no obligations to one another under the Agreement. The parties agree that any changes to this
Agreement, whether material or immaterial, do not restart the running of the Review Period.
8.
Timeline for Revoking this Agreement. Once you have signed this Agreement, you will
then be permitted to revoke this Agreement at any time during the period of seven (7) calendar days following the
date you sign it by delivering to ITG, c/o Human Resources, One Liberty Plaza, 165 Broadway, New York, NY
10006, a written notice of revocation. If you wish to revoke this Agreement, the notice of revocation must be
received by ITG no later than the seventh calendar day following your execution of this Agreement. If this day falls
on a Saturday, Sunday, or holiday recognized by the U.S. Postal Service, the seven-day time limit shall be
extended to the next business day.
9.
Effective Date. This Agreement will not be effective or enforceable, and no payments or
benefits shall be provided hereunder, unless and until ITG has received your signed Agreement within the Review
Period, and the seven day revocation period has expired without your having exercised your right of revocation (the
“Effective Date”). ITG reserves the right, after receiving your signed Agreement, to reject your signed Agreement in
the event that you engage in misconduct (as determined by ITG in its sole discretion) prior to your Separation Date
or prior to the Effective Date (to the extent such date is after the Separation Date). In the event the Agreement is
rejected by ITG, it will be null and void and unenforceable.
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10.

Miscellaneous.

(a)
Successors and Assigns. This Agreement shall inure to the benefit of and be
binding upon (i) ITG, its successors, and assigns, and any company with which ITG may merge or consolidate or
to which ITG may sell substantially all of its assets, and (ii) you and your executors, administrators, heirs, and legal
representatives.
(b)
Choice of Law. This Agreement shall be subject to and governed by and interpreted
in accordance with the laws of the State in which you are employed as of your Separation Date, without regard to
conflicts of law principles.
(c)
409A. This Agreement is intended to comply with Section 409A of the Internal
Revenue Code and its corresponding regulations, or an exemption, and payments may only be made under this
Agreement upon an event and in a manner permitted by Section 409A of the Code, to the extent applicable,
including the requirement that payments of deferred compensation subject to Section 409A of the Code to “specified
employees” as such term is defined under Section 409A be delayed for six months following a separation of service
if no exception to Section 409A is available. For purposes of Section 409A of the Code, each payment hereunder
shall be treated as a separate payment and the right to a series of installment payments under this Agreement shall
be treated as a right to a series of separate payments. In no event will you, directly or indirectly, designate the
calendar year of settlement, and if a payment that is subject to execution of this Agreement could be made in more
than one taxable year, payment shall be made in the later taxable year. All reimbursements and in-kind benefits
provided under this Agreement shall be made or provided in accordance with the requirements of Section 409A of
the Code. Neither ITG nor any of its affiliates makes or has made any representation, warranty or guarantee of any
federal, state or local tax consequences of your receipt of any benefit or payment hereunder, including, but not
limited to, under Section 409A of the Code.
11.
Specific Enforcement. The parties agree that this Agreement may be specifically
enforced in court and may be used as evidence in a subsequent proceeding in which any of the parties allege a
breach of this Agreement.
12.
Judicial Interpretation/Modification; Severability. Except for Section 2, in the event that
any one or more provisions (or portion thereof) of this Agreement is held to be invalid, unlawful, or unenforceable for
any reason, the invalid, unlawful, or unenforceable provision (or portion thereof) shall be construed or modified so as
to provide the Company and the ITG Released Parties with the maximum protection that is valid, lawful, and
enforceable, consistent with the intent of the Company and you in entering into this Agreement. If such provision (or
portion thereof) cannot be construed or modified so as to be valid, lawful, and enforceable, that provision (or portion
thereof) shall be severed from the remainder of this Agreement (or provision), and the remainder shall remain in full
effect and be construed as broadly as possible, as if such invalid, unlawful, or unenforceable provision (or portion
thereof)
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had never been contained in this Agreement. In the event that Section 2 is held to be invalid, unlawful, or
unenforceable for any reason, in whole or in part, ITG shall have the option to render this Agreement null and void in
its sole discretion.
13.
Complete Agreement. Except for any promissory note(s) or other debt obligation(s) you
may owe to the Company as of the Effective Date, the terms of any other confidentiality, intellectual property,
inventions, non-competition, or non-solicitation obligation to (or other restrictive covenant with) ITG, this Agreement
cancels, supersedes and replaces any and all prior agreements (written, oral, or implied-in-fact or in law) between
you and the Company regarding all of the subjects covered by this Agreement. Except as set forth in the
immediately preceding sentence, this Agreement is the full, complete, and exclusive agreement between you and
the Company regarding the subjects covered by this Agreement. The Company has made no promises to you
other than those in this Agreement and neither you nor the Company is relying on any representation or promise,
whether oral or in writing, that is not expressly stated in this Agreement in considering this Agreement or deciding to
enter into this Agreement.
14.
Changes to Agreement. This Agreement cannot be changed except by another written
agreement that is dated and is signed by you and by a duly authorized representative of the Company.
15.
WAIVER OF JURY TRIAL. You and the Company hereby waive your respective right to,
and agree not to seek or request, a jury trial in any lawsuit arising out of or relating to your employment or this
Agreement (including, without limitation, any breach or alleged breach thereof).
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16.
Legal Counsel. You are hereby advised of your right to consult with an attorney of your
choice before signing this Agreement, which includes a general release and a jury trial waiver.
If the foregoing conforms to your understanding and is acceptable to you, please indicate your
agreement by signing and dating the enclosed copy of this Agreement and returning it to the Company as per the
instructions in Section 7 above. In the event you fail to execute and return this Agreement in a timely manner, or
you execute and then elect to revoke this Agreement, this Agreement will be of no further force and effect, you will
not receive any of the payments or benefits hereunder, and neither you nor the Company will have any further rights
or obligations hereunder.
*

*

*

Thank you for your service to the Company, and we wish you the best for your future.
Sincerely,
ITG Inc.
By: /s/ Peter Goldstein
Peter Goldstein
Global Head of Human Resources
You acknowledge that you are signing this Agreement knowingly and voluntarily and that the Company has
provided you with a reasonable opportunity to review and consider this Agreement before signing it.
Dated: March 23, 2018

/s/ James P. Selway III
James P. Selway III
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Exhibit 10.2

June 14, 2016
Brian Pomraning
***
Dear Brian,
We are delighted to offer you the position of Managing Director, Head of Strategy and Planning at ITG Inc. (“ITG” or the “Company”),
in accordance with the terms stated herein. You will report to Steven Vigliotti in the New York office located at One Liberty Plaza, 165
Broadway, New York, NY 10006. All compensation described herein is subject to applicable taxes and other withholdings.
1.

Your expected first day of employment with ITG is on or before September 23, 2016, but as soon as administratively possible,
(such actual date, the "Start Date"). This offer will expire on June 20, 2016 ("Offer Deadline Date").

2. You will be eligible for compensation as follows:
(a)

Your base salary will be paid to you at a semi-monthly rate of $16,666.67 ($400,000 annualized) in equal installments on
approximately the 15th and the last day of each month, as determined by the Company and in accordance with its payroll
practices.

(b)

Contingent upon the performance of the Company and your performance, you may also be eligible for a discretionary annual
bonus pursuant to the Company's discretionary bonus program, a portion of which, at the Company's sole discretion, may
be awarded in Stock Units ("Stock Award"). Any such Stock Award shall be subject to terms and conditions which are
consistent with ITG's 2007 Omnibus Equity Compensation Plan ("Equity Plan"), as may be amended from time to
time. Such bonuses, if paid, shall be awarded within sixty (60) days of the end of the Company's fiscal year (currently,
December 31). The amount of any bonus paid by ITG shall be determined at the sole discretion of the Company, and the
award of a bonus in one year does not guarantee or imply the award of a bonus in any future year. ln no event will you be
eligible for, and you shall not be entitled to, earn or receive, any discretionary bonus if you are not an employee of ITG in
good standing on the date such bonuses are paid.

(c)

Notwithstanding the foregoing, for the fiscal year 2016, you will receive a bonus of $600,000 less applicable withholdings, a
portion of which may be a Stock Award at the Company's discretion; provided, however that the proportion of such bonus
delivered as a Stock Award will be consistent with the proportion of variable compensation delivered in the form of a Stock
Award to similarly-situated employees. Your 2016 bonus will be paid per the terms and conditions contained herein, including
that you must remain continuously employed by ITG as an employee in good standing on the date such bonuses are paid.
Notwithstanding the foregoing, to the extent that your employment is terminated by ITG without cause (as defined in
subsection (i) below) or due to your death or “disability” (as defined in Section 22(e)(3) of the Internal Revenue Code of 1986,
as amended (the ''Code")) prior to the payment contemplated in this subsection (c), you will receive the bonus contemplated
in this subsection (c) pursuant to the terms hereof fully in cash, subject to you signing the Company's standard release
agreement (the "Release Agreement").

(d)

Notwithstanding the foregoing, for the fiscal year 2017, you will receive a bonus of $600,000 less applicable withholdings, a
portion of which may be a Stock Award at the Company's discretion; provided, however that the proportion of such bonus
delivered as a Stock Award will be consistent with the proportion of variable

compensation delivered in the form of a Stock Award to similarly-situated employees. Your 2017 bonus will be paid per the
terms and conditions contained herein, including that you must remain continuously employed by ITG as an employee in
good standing on the date such bonuses are paid. Notwithstanding the foregoing, to the extent that your employment is
terminated by ITG without cause (as defined in subsection (i) below) or due to your death or "disability" (as defined in
Section 22(e)(3) of the Code) prior to the payment contemplated in this subsection (d), you will receive the bonus
contemplated in this subsection (d) pursuant to the terms hereof fully in cash, subject to you signing the Release
Agreement.
(e)

You will receive a sign-on bonus of $150,000 (the “Sign On Bonus”) less applicable withholdings within sixty (60) days from
your Start Date. If you voluntarily terminate your employment for any reason or are terminated by the Company for cause
(as defined in subsection (i) below) prior to the one-year anniversary of your Start Date, at the sole discretion of ITG, you
agree to pay back this Sign On Bonus in full within thirty (30) calendar days of such termination. If your employment is
terminated by ITG without cause (as defined in subsection (i) below) or due to your death or “disability” (as defined in
Section 22(e)(3) of the Code), you will receive the unpaid portion of the Sign On Bonus within sixty (60) days from your Start
Date.

(f)

Subject to the receipt and review of supporting documentation that is acceptable to ITG in its sole discretion, you will also
receive a Stock Award with an initial value equal to the value on your Start Date of any J.P. Morgan Stock Awards, Deferred
Cash Compensation and Relocation Bonus that you have forfeited or need to repay to J.P. Morgan (“Forfeited J.P. Morgan
Awards”) less $150,000, which represents the value of the Sign On Bonus outlined in section (e) above; provided, however,
that the initial value of the Forfeited J.P. Morgan Awards shall not exceed $450,000. The number of units you will receive
will be determined by calculating the value of the Forfeited J.P. Morgan Awards (not to exceed $450,000), reduced by the
$150,000 Sign-On Bonus, divided by the closing sales price of ITG common stock as reported on the New York Stock
Exchange on your Start Date. This Stock Award grant will be memorialized in a separate Stock Unit Grant Agreement
issued pursuant to our Equity Plan and will vest in full on the third anniversary of your Start Date subject to the terms and
conditions of such Agreement, including that you must remain continuously employed by ITG through such anniversary.

(g)

Subject to the receipt and review of supporting documentation that is acceptable to ITG in its sole discretion, you will also
receive a cash payment equal to the value of any fixed salary payment payable in July 2016 (i.e. the CRD IV July 2016
payment) that you forfeit as a result of your resignation from J.P. Morgan' provided however that such payment shall not
exceed $60,000.

(h)

Notwithstanding the foregoing, to the extent that your employment is terminated by ITG without cause (as defined in
subsection (i) below), and subject to you signing the Release Agreement, you will continue to vest in any stock units
granted pursuant to any Stock Award granted under subsections (c), (d) and (f) above, as if you continued in employment
with ITG on each applicable vesting date set forth in the applicable Stock Unit Grant Agreement, provided however that the
terms of the applicable Stock Unit Grant Agreement shall provide for the vesting and settlement of such stock units in the
event of a change in control, death or "disability'' as defined in Section 22(e)(3) of the Code.

(i)

For purposes of this offer letter, “cause” shall be defined as (i) your conviction of, or please of guilty or nolo contendere to,
any acts or omissions which constitute fraud, criminal conduct, violation of any law or regulation, (ii) a willful and serious
violation by you of the Company's code of conduct or your willful engagement in conduct that is demonstrably and
materially injurious to the Company, monetarily or otherwise, (iii) a willful failure by you to substantially perform your
duties and responsibilities (other than any failure resulting from Disability (as defined in the Equity Plan), after a written
demand for performance is delivered to you that specifically identifies the manner in which ITG believes that you
have not substantially performed your duties and responsibilities, and you have failed to remedy the situation within
fifteen (15) business days of such written notice from ITG or (iv) gross negligence in the performance of your duties which
results in material financial harm to the Company.

(j)

To the extent you are required to repay J.P. Morgan for expenses related to relocation benefits provided to you by J.P.
Morgan, ITG will, subject to the receipt and review of supporting documentation that is acceptable to ITG in its sole
discretion, reimburse you for such expenses, provided however that such reimbursement shall not exceed $100,000.

(k)

The Company will provide you with tax preparation services by a Company-designated tax services provider for (1) any U.S.
tax return that you are required to file as a result of any income, or other distribution, you have received, or will receive, from
your prior employer as of the date hereof through 2017 and (2) any UK tax filing required as a result of any such U.S. tax
return described in the immediately preceding subsection (1). These consultation services do not cover personal financial
tax planning
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3.

Your employment is contingent upon:
(a)

your acceptance and acknowledgement of all applicable Company policies and agreements, including, but not limited to, the
Employee Agreement With Respect To Non-Solicitation and Confidential and Proprietary Information and the Notice Policy,
both of which are attached hereto;

(b)

your execution of a Notice and Acknowledgment of Pay rate and Payday;

(c)

your providing proper documentation demonstrating your eligibility to work in the United States;

(d)

your successful completion of a background check (including, but not limited to, current and prior employment dates and
compensation) and satisfactory completion of a drug test. The background check and drug test must be successfully
completed prior to your Start Date. We will provide you with the appropriate release and authorization forms from time to
time for your review and signature;

(e)

your successfully obtaining and/or transferring to ITG (or to any affiliates to which you may be assigned) any and all required
regulatory approvals and registrations needed in the performance of your position.

4.

Your employment will be subject to all applicable laws, rules, regulations and ITG policies as may be in effect, including ITG's
compliance and regulatory procedures.

5.

You will be entitled to participate in the same benefit programs provided to all full-time employees of ITG in accordance with the
plans' terms, which may be terminated or amended by ITG from time to time in its sole and absolute discretion. You will
automatically be enrolled in ITG's 401(k) plan at a contribution rate of 4% of your gross base salary and such contribution will
automatically be placed in such plan's default fund options. If you wish to change your % contribution rate or investment fund,
you will need to contact Fidelity, ITG's 401(K) plan administrator. Materials related to ITG's 401(k) plan can be found in your New
Hire Packet.

6. As an applicant for employment, you may be fingerprinted in accordance with SEC Rule 17f-2.
7.

You will be expected to devote your full working time and attention and all of your efforts, skills, and abilities to performing your
duties in the sole interest of ITG. By signing this letter, you confirm that you are not subject to, and you will not be in violation or
breach of, any agreement or restriction that in any way prohibits you from joining the Company or performing your work with us.
You also agree that you will not disclose to ITG any confidential information of any third party.

8.

You are required to maintain all licenses and registrations necessary to perform your job duties during the course of your
employment with ITG.

Nothing contained herein alters your status as an employee at-will. ln this regard, nothing in this letter guarantees that ITG will
continue to employ you for any specific period of time. Either you or ITG may terminate your employment at any time, with or without
cause, with or without notice, for any reason or for no reason.
Each of ITG and you knowingly, voluntarily, and intentionally waives its right to a trial by jury to the extent permitted by applicable law
in any action or other legal proceeding, whether arising under statute, contract, tort or otherwise, arising out of or relating to this letter
or your employment with ITG. Each party acknowledges that it has had the opportunity to receive the advice of competent counsel.
This letter, and all policies and documents referenced herein, contain all of the terms of the proposed relationship between you and
ITG, and this letter may only be subsequently modified by an instrument in writing, signed by an authorized officer of ITG.
We are excited for you to join ITG on our mission to be the most valued independent broker and financial technology provider, and we
fully expect that your experience and skills will be an asset to us. We hope that you will indicate your acceptance of our offer by
signing a copy of this letter and returning it to the Human Resources Department at One Liberty Plaza, 165 Broadway, New York, NY
10006 on or before the Offer Deadline Date.
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Sincerely,
/s/ Peter Goldstein
Peter Goldstein
Managing Director, Head of Human Resources
/s/ Steven Vigliotti
Steven Vigliotti
Managing Director, Chief Financial Officer
Agreed to and Accepted By:
/s/ Brian Pomraning
Brian Pomraning
6/20/2016
Date
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Exhibit 31.1
CERTIFICATION
I, Francis J. Troise, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Investment Technology 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 respects the 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 and I 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 financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

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’s internal 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 is reasonably likely to materially affect, the registrant’s
internal control over financial reporting.

The registrant’s other certifying officer and I 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’s internal control over financial reporting.

Ovember
Date: MayXXX
2, 2018
/s/ FRANCIS J. TROISE
Francis J. Troise
Chief Executive Officer
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Exhibit 31.2
CERTIFICATION
I, Steven R. Vigliotti, certify that:
1.

I have reviewed this quarterly report on Form 10-Q of Investment Technology 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 respects the 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 and I 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 financial
reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:

5.

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’s internal 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 is reasonably likely to materially affect, the registrant’s
internal control over financial reporting.

The registrant’s other certifying officer and I 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’s internal control over financial reporting.

Ovember
Date: May 2, 2018
/s/ STEVEN R. VIGLIOTTI
Steven R. Vigliotti
Chief Financial Officer and Chief Administrative Officer
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Exhibit 32.1
Certification Under Section 906 of the Sarbanes-Oxley Act of 2002
(18 U.S.C., Section 1350)
In connection with the Quarterly Report on Form 10-Q of Investment Technology Group, Inc. (the “Company”) for
the quarter ended March 31, 2018, as filed with the SEC on the date hereof (the “Report”), Francis J. Troise, as Chief
Executive Officer of the Company, and Steven R. Vigliotti, as Chief Financial Officer and Chief Administrative Officer of the
Company, each hereby certifies, pursuant to 18 U.S.C. §1350, that to his knowledge:
(1)

The Report fully complies with the requirements of Section 13(a) or 15(d), as applicable, of the Securities Exchange
Act of 1934, as amended (the “Exchange Act”); and

(2)

The information contained in the Report fairly presents, in all material respects, the financial condition and results
of operations of the Company.
/s/ FRANCIS J. TROISE
Francis J. Troise
Chief Executive Officer
May 2, 2018

/s/ STEVEN R. VIGLIOTTI
Steven R. Vigliotti
Chief Financial Officer and Chief Administrative Officer
May 2, 2018

The foregoing certification is being furnished solely pursuant to 18 U.S.C. § 1350 and shall not be deemed filed by
the Company for purposes of Section 18 of the Exchange Act. Such certification will not be deemed to be incorporated by
reference into any filing under the Securities Act of 1933, as amended, or the Exchange Act, except to the extent that the
Company specifically incorporates it by reference.
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