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Research Update:

IBG LLC Counterparty Credit Rating Raised To
'BBB+'; Outlook Is Stable

Rationale

On Dec. 19, 2008, Standard & Poor's Ratings Services raised its counterparty
rating on IBG LLC to 'BBB+ from'BBB' . The outlook is stable. We took this
action in recognition of the firm s meani ngful and grow ng product |ine and
geogr aphi ¢ revenue diversity and strong profitability fundanentals, and
managenent's denonstrated conmitnent to naintaining a conservative financial
profile.

The ratings on IBGreflect the firmis strong market nmaking and el ectronic
br okerage franchises, and its solid financial profile, highlighted by
consistently strong earnings, solid capitalization, and adequate liquidity.
These strengths are partially offset by its business |ine concentration
correlation of margins to market volatility and volumes, and, in particular
the firm s exposure to nodel and key-man risk in the person of founder and CEO
Thomas Peterffy.

IBGis a major global electronic market maker and broker, conpleting nore
t han 900, 000 trades per day in exchange-listed options, stocks, bonds, foreign
exchange, and futures in nore than 70 market centers worl dw de. |BG operates
two busi ness segnents, market nmaking and el ectroni c brokerage. The narket
maki ng segnent, Tinber H I, contributed 82% of the firms pretax profit for
the first nine nonths of 2008. Tinber H |l uses proprietary conputer nodels to
make markets in thousands of individual options, stocks, exchange-traded
funds, and futures. The conmpany constantly nonitors its trading inventory's
mar ket risk and rebal ances its positions throughout the day to manage ri sk
exposures. While the pricing nodel has an excellent long termtrack record, we
believe IBG s reliance on it exposes the firmto a high degree of nodel risk.

The el ectroni c brokerage segnment, Interactive Brokers, provides sone
diversification to IBG s overall business profile. To date, |BG has a good
track record of managing its risks, but we believe its continued expansion
particularly internationally, increases its exposure to operational and ot her
risks.

The firm s very strong profitability is largely driven by trading
vol unes, market volatility, and conpetition anong other nmarket nakers. IBG s
trading results during the tunmul tuous second- and third-quarter 2008
denonstrated the extent to which its nmarket naking results are driven by
volatility and volunmes and not market direction. Wiile Tinber HIl's trading
results do denonstrate some volatility, consolidated profitability nmeasures,
even in down quarters, renain adequate to support the rating. The conpany
manages its revenue vulnerability by keeping a strict discipline in managing
expenses; it strives to be the | owcost provider in all its businesses.

The financial profile is anchored by |low | everage, a solid and grow ng
equity base, and good risk-adjusted capital adequacy, even allow ng for the
substantial market risk involved in the firm s market naking operations. G ven
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the relatively sinple nature of IBG s bal ance sheet and the highly liquid
nature of its securities inventory, we consider liquidity adequate for the
rating.

Outlook
The outl ook incorporates our expectation that 1BG s operating performnce may
deteriorate sonewhat but that it will remain strong. The firm s exceptiona

performance, particularly in the past two years, has allowed it to build up
capital and buttress its financial profile against a potential |ess favorable
operating environnent. The outl ook also reflects our expectation that I1BG s

br okerage business and international expansion will increasingly contribute to
a diversified revenue stream and reduce dependence on U.S. options narket

vol umes and equity market volatility. If IBG mintains its strong financial
profile and continues to develop its diversification efforts, we could
consider raising the rating. Conversely, material increases in |everage or
decreases in liquidity could result in negative pressure on the rating.
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Conplete ratings information is available to subscribers of RatingsDirect, the
real -ti me Web-based source for Standard & Poor's credit ratings, research, and
risk analysis, at wwv.ratingsdirect.com Al ratings affected by this rating
action can be found on Standard & Poor's public Wb site at

www. st andar dandpoors. com sel ect your preferred country or region, then
Ratings in the | eft navigation bar, followed by Credit Ratings Search
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