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RESEARCH UP

Interactive Brokers LLC Rated
‘A-/A-2’: Outlook Stable

Overview

= \We consider Interactive Brokers LLC (IB) a core operating subsidiary of IBG LLC.

= We are assigning IB an ‘A-/A-2’ counterparty credit rating.

= Future ratings actions on IB depend largely on our ratings on its parent, and to a lesser
extent its stand-alone credit profile.

Rating Action

On May 24, 2010, Standard & Poor’s Ratings Services assigned its ‘A-/A-2’ counterparty
credit rating to IB. The outlook is stable.

Rationale

The ratings on IB are based on our considering it a core operating subsidiary of IBG LLC, as
well as on IB’s solid financial profile and successful but undiversified niche franchise.

We consider IB a core subsidiary of IBG. Although IB is by far the smaller of IBG’s
two main operating subsidiaries, in our opinion IB contributes important revenue and
business-line diversification to the consolidated entity. In our opinion, management is fully
committed to this business. We believe it would be very difficult for IBG to sell IB because IB’s
biggest competitive advantage is that it runs on the same proprietary systems as IBG’s market-
making business.

The basis of our stand alone rating on IB is its solid financial profile. This is based on
what we consider strong capitalization, adequate liquidity, and solid profitability. In addition,
IB has little credit or market risk exposure because it maintains a very simple, low-risk, and
low-leverage balance sheet.



Interactive Brokers LLC Rated ‘A-/A-2’; Outlook Stable

IB has developed a good niche position in the brokerage industry providing market access,
clearing, and custody services primarily to institutional clients and some sophisticated retail investors.

IBG developed IB using the systems and support built and maintained for its market-making
business. This allows 1B both to be a low-cost provider and to deliver a very advanced product. IB has
grown substantially, so that as of first-quarter 2010 it executed approximately 328,000 daily average
revenue trades and served approximately 140,000 clients. However, with only $16.7 billion in total
client assets as of March 31, 2010, IB remains a relatively small niche player in the industry. By offering
only market access, IB has a much narrower franchise than most of the firms it competes against,
including the firms with dominant market shares. Although we believe this limits the firm’s exposure to
credit, market, and compliance risks, it also limits its competitive position and business and revenue
diversification.

Outlook

We expect IBG to remain committed to IB and to treat it as a core element of its franchise. We also
expect IB to maintain a stand-alone credit profile that supports the rating. If the parent causes us to
reconsider its commitment to IB or if IB fails to maintain its stand-alone financial profile, we would
lower the ratings. We could also either lower or raise the ratings based on any changes in our view of
the consolidated IBG’s credit quality.

Related Criteria And Research

= “Rating Securities Companies,” June 9, 2004
= “IBG LLC,” March 4, 2010
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Complete ratings information is available to subscribers of RatingsDirect, Standard & Poor's Web-
based credit analysis system, at www.ratingsdirect.com. All ratings affected by this rating action can be
found on Standard & Poor's public Web site at www.standardandpoors.com; under Credit Ratings in
the left navigation area, select Find a Rating, then Credit Ratings Search.

Standard & Poor’s 2



Copyright © 2009 by Standard & Poor’s Financial Services LLC (S&P), a subsidiary of The McGraw-Hill Companies, Inc. All rights
reserved. No part of this information may be reproduced or distributed in any form or by any means, or stored in a database or retrieval
system, without the prior written permission of S&P. S&P, its affiliates, and/or their third-party providers have exclusive proprietary
rights in the information, including ratings, credit-related analyses and data, provided herein. This information shall not be used for any
unlawful or unauthorized purposes. Neither S&P, nor its affiliates, nor their third-party providers guarantee the accuracy, completeness,
timeliness or availability of any information. S&P, its affiliates or their third-party providers and their directors, officers, shareholders,
employees or agents are not responsible for any errors or omissions, regardless of the cause, or for the results obtained from the use of
such information. S&P, ITS AFFILIATES AND THEIR THIRD-PARTY PROVIDERS DISCLAIM ANY AND ALL EXPRESS OR IMPLIED
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR
PURPOSE OR USE. In no event shall S&P, its affiliates or their third-party providers and their directors, officers, shareholders, employees
or agents be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or consequential damages,
costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs) in connection with
any use of the information contained herein even if advised of the possibility of such damages.

The ratings and credit-related analyses of S&P and its affiliates and the observations contained herein are statements of opinion as of
the date they are expressed and not statements of fact or recommendations to purchase, hold, or sell any securities or make any
investment decisions. S&P assumes no obligation to update any information following publication. Users of the information contained
herein should not rely on any of it in making any investment decision. S&P's opinions and analyses do not address the suitability of any
security. S&P does not act as a fiduciary or an investment advisor. While S&P has obtained information from sources it believes to be
reliable, S&P does not perform an audit and undertakes no duty of due diligence or independent verification of any information it
receives. S&P keeps certain activities of its business units separate from each other in order to preserve the independence and
objectivity of each of these activities. As a result, certain business units of S&P may have information that is not available to other S&P
business units. S&P has established policies and procedures to maintain the confidentiality of certain non-public information received in
connection with each analytical process.

S&P's Ratings Services business may receive compensation for its ratings and credit-related analyses, normally from issuers or
underwriters of securities or from obligors. S&P reserves the right to disseminate its opinions and analyses. S&P's public ratings and
analyses are made available on its Web sites, www.standardandpoors.com (free of charge), and www.ratingsdirect.com and
www.globalcreditportal.com (subscription), and may be distributed through other means, including via S&P publications and third-party
redistributors. Additional information about our ratings fees is available at www.standardandpoors.com/usratingsfees.

Permissions: To reprint, translate, or quote Standard & Poor's publications, contact: Client Services, 55 Water Street, New York, NY
10041; (1) 212-438-7280 Option 2; or by e-mail to: research_request@standardandpoors.com.

The McGraw-Hill companies



