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A. REGISTRANT IDENTIFICATION
NAME OF BROKER-DEALER:
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INTL Trading, Inc. 45993
FIRM ID. NO.
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do not use P.O. Box No.)
220 E. Central Parkway, Suite 2060
(No. and Street)
Altamonte Springs FL 32701
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NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS REPORT

Jonathan C. Hinz, CFO (407) 741-5300
(Area Code -- Telephone No.)

B. ACCOUNTANT IDENTIFICATION
INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

Rothstein, Kass & Company, P.C.

(Name -- if individual. state last, first, middle name )
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*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
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OATH OR AFFIRMATION
1, Jonathan C. Hinz, CFO , swear (or affirm) that, to the
best of my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of
INTL Trading, Inc. ,as of
September 30, 2006, are true and correct. | further swear (or affirm) that neither the company

nor any partner, proprietor, principal officer or director has any proprietary interest in any account classified solely as that of
a customer, except as follows:

NOTARY PUBLIC-STATE OF FLORIDA /H“Bq <
D« (7 Debra Derise Glenn )
" $5 4 Commission # DD366781 U
Expires: NOV. 16, 2008
Atlantic Bonding Co., Ine. C Fo

Title

Notary Public

This report** contains (check all applicable boxes):
{a) Facing page.
(b) Statement of Financial Condition. :
(c) Statement of Income {Loss).
(d) Statement of Changes in Financial Condition (Cash Flows)

(e) Statement of Changes in Stockholders' Equity or Partners' or Sole Proprietor's Capital.

() Statement of Changes in Liabilities Subordinated to Claims of Creditors.

(g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3,

(i) Information Relating to the Possession or control Requirements Under Rule §5¢3-3.

{j) A Reconciliation, inciuding appropriate explanation, of the Computation of Net Capital Under Rule 15¢3-1 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k} A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of con-

solidation,
(I} An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) A report describing any material inadequacies found to exist or found to have existed since the date of the previous audit.
(0) Independent auditor's report on internal accounting control.

(p) Schedule of segregation requirements and funds in segregation--customers' regulated commodity futures account
pursuant to Rule 171-5.

DO O 2 EOCOEEIEIEIEEED

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5(e)(3).
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Rothstein Kass

REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

The Board of Directors and Stockholder
INTL Trading, Inc.

We have audited the accompanying statement of financial condition of INTL Trading, Inc. (the “Company”) as of
September 30, 2006. The statement of financial condition is the responsibility of the Company’s management. Our
responsibility is to express an opinion on this statement of financial condition based on our audit.

We conducted our audit in accordance with auditing standards of the Public Company Accounting Oversight Board
{United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about |
whether the statement of financial condition are free of material misstatement. An audit includes consideration of
intemal control over financial reporting as a basis for designing audit procedures that are appropriate in the
circumstances, but not for purposes of expressing an opinion on the effectiveness of the Company’s intemal control
over financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis,

. evidence supporting the amounts and disclosures in the statement of financial condition. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as evaluating the
overall statement of financial condition presentation. We believe that cur audit provides a reasonable basis for our

B opinion.

in our opihion, the statement of financial condition referred to above present fairly, in all material respects, the
financial positton of INTL Trading, Inc. as of September 30, 2006, in conformity with accounting principles generally
accepted in the United States of America. o

Roseland, New Jersey
November 14, 2006 \

1

Alfiliated Offices Worldwide £ @5]




INTL TRADING, INC.

STATEMENT OF FINANCIAL CONDITION

ﬂ

September 30, 2006

ASSETS
Cash ‘ $ 14,108
Cash and cash equivatents, deposited with clearing organization 7,710,622
Securities owned, at fair value 50,530,858
Receivable from clearing organization, net 4,625,181
Receivable from affiliated companies 275,856
Deposit with clearing organization 150,000
Deferred income tax assets 18,775
Prepaid expenses and other assets 51,718
$ 63,377,118
LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities
Securities sold, not yet purchased, at fair value $ 52,269,896
Accrued employee compensation 823,843
Accrued expenses 162,909
Income taxes payable to Parent 445,155
Payable to affiliated companies 246,553
Total liabilities 53,938,356
Stockholder's equity
Commen stock, $.01 par value, authorized 10,000
shares; issued and outstanding 1,000 shares 10
Additional paid-in capital 5,379,671
Retained earnings 4,059,081
Total stockholder's equity 9,438,762
Total liabilities and stockholder’s equity $ 63,377,118
See accompanying notes to financial statements. 2




INTL TRADING, INC.
ﬁOTES TO FINANCIAL STATEMENTS

s

1. Nature of operations

INTL Trading, Inc. ("the Company” or “INTL. Trading") is a corporation organized under the laws of the state of Florida
on May 29, 1998. The Company is a wholly-owned subsidiary of Intemational Assets Holding Corporation (“the
Parent’). On November 1, 2001, the Company began making markets in intemational equities and American
Depositary Receipts (“ADR’s”). In January 2003 the Company began trading intemational bonds and fixed income
securities.

The Company is a registered bréker-dealer with the Securities and Exchange Commiission (*SEC”) and is a member .
of the National Association of Securities Dealers (‘NASD"). The Company clears its securities transactions through
the Broadcort division of Merrill Lynch, Pierce, Fenner & Smith, Inc. on a fully disclosed basis.

2. Summary of significant accounting policies
Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and the disclosures of contingent assets and liabilities at the date of the financial statements and
the reported amounts of revenues and expenses during the period. Actual results could differ from those estimates.

Cash and Cash Equivalents

Cash and cash equivalents consist of cash, cash deposits with clearing organization and foreign currency. Cash
deposits with clearing organization consist of cash, foreign currency and money market funds stated at cost, which
approximate fair value. The money market funds earn interest at varying market rates on a daily basis and are due
on demand. The Company is subject to concentration of credit risk as a substantial portion of its cash and cash
equivalents are maintained at a single financial institution.

Foreign Currency

The value of foreign currency, including foreign currency sold, not yet purchased, is converted into its U.S. dollar
equivalent at the foreign exchange rate in effect at the close of business on September 30, 2006. For foreign
currency transactions completed during the fiscal year, the Company utilizes the foreign exchange rate in effect at
the time of the transaction.

Financial Instrumenls

As of September 30, 2008, the carrying value of the Company’s financial instruments including cash, cash
equivalents and cash deposits with clearing organization, receivables, and accrued expenses approximate their fair
values, based on the short-term maturities of these instruments and market interest rates. Additionally, the
carrying value of securities owned and any securities and foreign currency sold, not yet purchased, approximate
their fair value at September 30, 2006 as they are based on quoted market prices.




INTL TRADING, INC.

NOTES TO FINANCIAL STATEMENTS

2. Summary of significant accounting policies (continued)
Valuation of Securities

Each listed security is valued at the last reported sale price on that day. Listed securities not traded on an exchange
that day, and other securities, which are traded in the over-the-counter market, are valued at the market's current bid
price for securities owned and current asked price for securities sold, not yet purchased. The vaiue of a foreign
security is determined in its functional currency on the exchange on which it is traded, which is then converted into its
U.S. dollar equivalent at the foreign exchange rate in effect following the close of the stock exchange in the country
where the security is issued and traded.

Revenue Recognition

- The revenues of the Company are derived principally from realized and unrealized trading income in securities
purchased or sold for the Company's account. Realized and unrealized trading income (net dealer inventory and
investment gains) are recorded on a trade date basis. The related clearing expenses are recorded on a trade-date .
basis as security transactions occur. Securities owned and securities sold, not yet purchased are stated at fair value |
with related changes in unrealized appreciation or depreciation reflected in net dealer inventory and investment gains. |
Interest income and expense are recorded on the accrual basis and dividend income and expense are recognized on
the ex-dividend date. : ‘ : oo ' ‘

Income Taxes

The Company files its Federal and state income tax returns in consolidation with the Parent. The amount of
income tax expense allocated to the Company by the Parent represents Federal and State income taxes
. aftributable to the income generated by the Company. .

Deferred tax assets and liabilities are recognized for the future tax consequences attributable to differences’
between the financial statement carrying amounts of existing assets and liabilities and their respective tax bases. '
Deferred tax assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the
years in which those temporary differences are expected to be recovered or settled. The effect on deferred tax

assets and liabilities of a change in tax rates is recognized in income in the period that includes the enactment

date. Valuation allowances are established when necessary to reduce deferred tax asseis to an amount that, in

the opinion of management, is more likely than not to be realized.



INTL TRADING, INC.

NOTES TO FINANCIAL STATEMENTS

3. Net capital requirements

The Company is a member of the NASD and is subject to the SEC Uniform Net Capital Rule 15¢3-1. This Rule .
requires the maintenance of minimum net capital at an amount equal to the greater of $100,000, 6-2/3% of
aggregate indebtedness, or $2,500 for each security in which a market is made with a bid price over $5 and $1,000
for each security in which a market is made with a bid price of $5 or less with a ceiling of $1,000,000, and requires
that the ratio of aggregate indebtedness to net capital not exceed 15 to 1. Equity capital may not be withdrawn if
the resufting net capital ratio would exceed 10 to 1. At September 30, 2006, the Company's net capital was
approximately $5,998,000 which was approximately $4,998,000 in excess of its minimum requirement of $1,000,000.
Its ratio of aggregate indebtedness to net capital was 3110 1,

4. Exemption from Rule 15¢3-3

The Company is exempt from SEC Rule 15¢3-3 pursuant to the exemptive provision under subparagraph (k)(2)ii}
and, therefore, is not required to maintain a “Special Reserve Bank Account for the Exclusive Benefit of Customers.”
5. Income taxes

Income tax expense of $2,220,378 for the year ended September 30, 2006, represents Federal and state income
taxes payable by the Parent's consolidated group and attributable to the income generated by the Company.

Current Deferred Total

Federal $ 1631430 $ 3213 § 1,634,643
State 584,584 1,151 585,735
$ 226,014 % 4,364 § 2,220,378




INTL TRADING, INC.

NOTES TO FINANCIAL STATEMENTS

5. Income taxes {continued)

Total income tax expense for the year ended September 30, 2006 differed from the amounts computed by applying
the U.S. Federal Income tax rate of 34% to income before income taxes as a result of the following: '

% of
pretax
Amount ‘Income
Computed "expected” tax expense $ 1,816,328 340 %

Increase in income tax expense
resulting from:
State income taxes, net of
Federal income tax benefit 386,384 - : 72 %
Meals and entertainment ‘
expenses not deductible i
for tax purposes 17,666 03 % .

$ 2,220,378 415 % :

Deferred income taxes as of September 30, 2006 reflect the impact of “temporary differences” between amounts of
assets and liabilities for financial statement purposes and such amounts as measured by tax laws. The temporary
differences give rise to a deferred tax asset, which as of September 30, 2006 consisted of $18,775 for a security
valuation allowance. ,

tn assessing the realizability of deferred tax assets, management considers whether it is more likely than not that
some portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax assets is
dependent upon the generation of future taxable income or the reversal of deferred tax liabilities during the periods in
which those temporary differences become deductible. Management considers the scheduled reversal of deferred
tax liabilities, projected, future taxable income and tax planning strategies in making this assessment. As of
September 30, 2006, based upon the projections for future taxable income, management beiieves it is more likely
than not that the Company will realize the benefits of these deductible differences.

6. Related party transactions

Aggregate costs related to personnel of $5,600,531 for the year ended September 30, 2006, including certain
employee benefit plans administered by the Parent, are allocated to the Comipany and charged monthly by the
Company’s Parent. An affiliated company owns the physical assets that the Company uses in its day-to-day
activities. Allocated costs related to the lease of these physical assets of $109,605, for the year ended September
30, 2006, were charged by the affiliated company.

In addition, the Company pays certain expenses on behalf of its affiliates which are reimbursed on a current basis.




INTL TRADING, INC.

NOTES TO FINANCIAL STATEMENTS

7. Securities owned and securities sold, not yet purchased

Securities owned and securities sold, not yet purchased at September 30, 2006 consist of trading and investment
securities at fair value as follows; : ' '

Sold, not yet

Owned purchased
Common stock and American depository receipts $ 3651109 $ 5522452
Faoreign ordinary stock, paired with its respective
American depository receipt : ' 46,596,731 46,747 444
Corporate and municipal bonds 114,235
Foreign government obligations 168,783

. $ 60,530,858 $ 52,269,896

8. Dividend expense, net

Dividend expense, net for the year ended September 30, 2006 is as follows:

Dividend income ‘ $ 721,181
Dividend expense (808,871}
$ {87,690)




INTL TRADING, INC.

NOTES TO FINANCIAL STATEMENTS

L . ]
9. Receivable from clearing organization, net

At September 30, 2006, receivable from clearing organization consisted of the following:

Open transactions, net $ 4,790,566
Clearing fees and related charges (165,385)

$ 4,625,181

10. Financial instruments with off-balance sheet risk

The Company is party to certain financial instruments with off-balance sheet risk in the normal course of business -
as a registered securities broker-dealer. In addition, the Company has sold securities that it does not currently own |
and will therefore be obligated to purchase such securities at a future date. The Company has recorded these |
obligations in the financial statements at September 30, 2006 at fair values of the related securities (totaling |
$52,269,896). The Company will incur losses if the fair values of the securities increase subsequent to September ‘
30, 2006.

11. Commitments and contingencies

The Company is obligated under various noncancetable operating leases for the rental of certain office equipment
and servites. Future aggregate minimum lease payments under noncancelable operating leases as of September
30, 2006 are approximately as follows:

Year ending September 30,

2007 $ 270,000
2008 110,000
2009 3,000
$ 383,000

L _]

Rent expense associated with operating leases amounted to approximately $356,000 for the year ended
September 30, 2006.

In August 2005, the Company executed a clearing agreement with the Broadcort division of Merrill Lynch, Pierce,
Fenner & Smith, Inc. (“Broadcort™). In December 2005, the Company began clearing its securities under this
~ agreement. The agreement includes a $100,000 deposit and an initial term of three years. Thereafter there will be .
automatic one year renewal terms, unless the Company or Broadcort gives S0 days’ notice of its intention not to
renew either at the end of the initial term or any succeeding ohe year renewal period. In the event the Company
does not use this 90 day notice provision and terminates the agreement effective before the conclusion of the initial
three year term or any automatic extension period, the Company will immediately owe the greater of 1) the sum of
all continuing minimum payments ($25,000 per month) through the end of the initial term or extension period or 2)
the total value of the clearing deposit at the time of termination.




INTL TRADING, INC.

NOTES TO FINANCIAL STATEMENTS

11. Commitments and contingencies (continued)

The Company, together with its parent holding company, International Assets Holding Corporation (“IAHC"), and
the other principal operating wholly-owned subsidiaries of IAHC, as co-borrowers, have a $12,000,000 revolving
credit facility from a commercial bank for working capital purposes. All the co-borrowers are jointly and severally
~ liable for any outstanding balance on the credit facility. The total facility is committed until March 31, 2008. At
September 30, 20086 there was no outstanding balance on the credit facility.

The Company is subject to securities regulation by the NASD and has responded to inquiries related to the
Company’s business as a market maker. The Company is awaiting NASD response on these matters, if any. These
inquiries are in the ordinary course of business. The Company does not believe the resolution of these matters will
have a material impact on the financial statements.

12. Subordinated loans from Parent

On January 31, 2003, the Company obtained a $500,000 subocrdinated loan from its Parent. This loan was repaid on
its maturity date February 28, 2006. On May 10, 2004, the Company obtained a $2,500,000 additional subordinated
loan from its Parent. This loan had a scheduled maturity date of June 30, 2006 and was repaid on April 28, 2008.
Both subordinated loans had an interest rate of 3%. Interest expense related to the subordinated loans from Parent
was $49,375 for the year ended September 30, 2006.

13. Employee benefit plan

Effective January 1, 2003, the Parent implemented a Savings Incentive Match Plan for Employees IRA (“SIMPLE .

IRA™ in which the Company participates. All employees are eligible to participate in the SIMPLE IRA upon the later

of (a) the plan’s effective date (January 1, 2003) or (b) the employee's date of hire. Eligible employees may elect to
contribute up to a maximum of $10,000 ($12,500 if over age 50) for 2006. The Company is required to provide an

employer match of the employee’s elective deferral on a dollar-for-dollar basis not to exceed the lesser of 3% of the

employee's compensation or $10,000 for 2006 {$12,500 if over age 50). Each employee is 100% vested in both the |

employee and employer contributions at all times. For the year ended September 30, 2006 the employer match was

$78.852.

14. Concentrations

For the year ended September 30, 2008, four customers made up approximately 80% of the Company’s customer
trading ticket volume. Trading ticket volume is not directly indicative of trading profitability.

15. Subsequent event

in October 20086, the Company declared and paid a dividend of $499,000 to Parent.




