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2012 was another strong year for MarketAxess, driven by cor_ltinued market share g core U.S.
high-grade business and robust growth in other products, particularly high-yield and ernergl'n! §mmw
achieved record U.S. high-grade volumes of $368 billion in a year when overall U.S. high-grade ﬁM\g volumes

were approximately flat compared to 2011 at $3 trillion.! Our estimated market share in U.S. high-grade
corporate bonds increased to 12.4% in 2012, up from 11.1% in 2011. ' ’

Our operating margins increased slightly to 43.7%, helping to drive record adjusted? net income of $53.3
million, up 11.8%, and diluted EPS of $1.41. Revenues were up 9.4% from 2011 to a record $198.2 million. Free
cash flow was $71.2 million, up 22%, or $1.88 per diluted shate. Looking at the longer-term trends, we are happy
to have delivered strong, consistent growth for our stockholders over the past five years, with compound annual
revenue girowth,of 16%, operating income growth of 38% and EBITDA growth of 31% since 2007.

In addition to the continued momentum in U.S. high-grade, we are excited about the revenue oﬁpdﬂunityin
high-yield and emerging markets (EM). Our estimated high-yield market share doubled in 2012 compared to
2011, and combined high-yield and EM volumes increased 41% year over year. As adoption of e-trading in these
products continues to mature, we believe that they will drive further earnings growth.

Corporations have continued to access the credit markets as an efficient way to raise capital in a low-yield
environment and, as a result, U.S. corporate debt outstanding reached a record $9 trillion by the end of 2012. On
the other hand, incoming regulations such as Basel ITI, which will restrict the ability of dealers to hold risk-
weighted assets, including corporate bonds, have already begun to pressure dealer balance sheets, resulting in a
significant decline in secondary market liquidity. The combination of these factors has led investors to seek out
new and efficient means of trading credit products.

In response to these shifts in market structure, we have developed and introduced new trading protocols
designed to enhance market liquidity by facilitating trading among all participants on our platform, including
investor-to-investor and dealer-to-dealer, in addition to our traditional investor to multi-dealer model. We are
pleased with the continued traction in these Open Trading initiatives, including Market Lists and Client Axes.

By the end of 2012, approximately 40% of all U.S. high-grade inquiries on our trading platform were being
placed into the Market Lists public order book, where the inquiries can be viewed and acted upon by both
investors and dealers on the platform. In the first quarter of 2013 we have already seen this increase to almost
60% of inquiries. We believe that the early momentum we have seen in Open Trading indicates an important
structural and behavioral shift for investors. By offering a wide variety of trading protocols and access to the
broadest institutional credit trading network, we believe that we are in a unique position to help investors and
dealers source liquidity in today’s credit markets.

Building on our initial momentum for Open Trading, we recently announced a strategic alliance with
BlackRock, Inc. that integrates BlackRock’s Aladdin enterprise investment system with the MarketAxess
platform, facilitating order flow from Aladdin clients to the MarketAxess trading community. We are very
excited about this relationship, which reinforces our commitment to offer a comprehensive electronic trading
platform with an extensive suite of trading protocols where market order flow is concentrated to help boost
liquidity.

Although market conditions in Europe continued to be challenging, in November we announced that we
would acquire Xtrakter Limited, a provider of regulatory transaction reporting, financial market data and trade
matching services to the European securities markets. The acquisition, which we completed on February 28 of
this year, reflects our strong commitment to the European market. We are very excited about the opportunities
created by the combination of the two companies, driven in part by incoming regulations in the region that will

! Asreported by the Financial Industry Regulatory Authority’s Trade Reporting and Compliance Engine.
2 EPS was adjusted to reflect a favorable income tax benefit. On an unadjusted basis, net income totaled $60.1
million, or $1.59 per diluted share. - o : ;
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9?, % Qased trade reporting and greater pre-trade transparency. The combination®of extensive market and
refetehte ata, a 'broad suite of protocols for trade execution and robust post-trade services means
that M?rvlgetﬁg(e aim}&trakter can offer European dealers and mvestors a full suite of valuable tools to help
manage them’f@ted-mcome trading and investment risk. “

Although the CFTC and SEC have yet to finalize rules governing the trading of derivatives on swap
execution facilities and e-trading is still in relatively early days, we are seeing promising traction on our credit
default swap (CDS) platform. Our quarterly CDS volumes have been growing at a sequential rate of 64% since
the first quarter of 2012. We have continued to invest in technology and hiave developed what we believe is the
most extensive functmnahty for trading of CDS indices, single names and CDS options. To complement—the
Open Trading 1mt1at1ves on our cash corporate bond platform, in the second quarter of 2013 we launched a
central thorder book for single name credit default swaps w1th a major dealer. This is in addition-to the multi- ~
dealer RF" md streaming protocols we already have live for CDS on the system. We have ajso developed links
to the avallablea {clearing houses and swap data repositories to help our chents comply w1th the mcommg
requ1rements for, clearmg and post-trade processmg
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Some of our’%inaaoial hjghlights for 2012, scompared to-2084, include: o LT
* record revenues d’f-$198 2 million, up 9. 4%; . el
. record pre-tax income-of $86.7 million, up 10.1%; . . \

EBITDA of $95 0 rmlhon up 11. 0%,
. adjusted net income up 11.8% to $53.3 million, or $l 41 per d1luted share; and

i

* operating margins of 43.7%.

Oor business. highlights for 20l2,vcompared to 201 l include;

 total bond trading volume increased 12.3% to $590.0 billion;

¢ combined hlgh;yield and emerging market volumes up 41.4%;

* sequential growth in quarterly CDS volumes of 64% since the ﬁrst quarter of 2013; ‘
*_variable transaction fees increased 25.3% to $114.9 million;

* strong traction in our Open'fl"rading'initiatiyes, inclodlng Market Lists and Client Axes, as well as
growing volumes on our inter-dealer platform, DealerAxess®;

* the acquisition of Xtrakter in Europe significantly enhances our European business and provides our
dealer and investor chents with a comprehensrve suite of pre-trade, trade execution and post-trade
services;

* we opened an offioe ln Sao Paulo Brazil and were approved by the Comissdo de Valores Mobilidrios —~
.. CVM (the equrvalent of the Securities and Exchange Commission in Brazﬂ) and the Central Bank of
Brazil to trade local currency debt; :

» we were recognized by Fortune Magazine as one of the “100 Fastest Growmg Compames for the second
consecutive year, and by Risk Magazine as one of the “25 Firms of the Future,” and were also named
“Best OTC Denvat1ves Trardmg Platform” by Wall Street Letter; ' ‘

* we announced a strategrc alhance with BlackRock to create a unified, open trading:solution to help reduce
liquidity fragmentatron and improve pricing in the corporate bond markets; and :

. we launched a central limit order book for smgle name CDS with a major swaps dealer

Free cash ﬂow during 2012 was a record $71.2 million, u-p 22.3%' from the prior year. Given our strong free
cash flow and continued growth in earnings, in the first quarter of 2013 our Board approved an increase in our



regular quarterly cash dividend for the third consecutive year, to $0.13 per share from $0.11. This increase in the
quarterly dividend follows a special dividend of $1.30 per share issued in December 2012. Our cash and
securities balance at the end of December 2012 was $180 million, or $4.76 per diluted share.

In February 2012, the Company repurchased 1.8 million shares of the Company’s non-voting common stock
from JPMorgan at a cost of $52.8 million. This share repurchase was conducted simultaneously with JP
Morgan’s secondary offering of 3.6 million shares. The Company continued its share repurchase plan throughout
the year, buying back an additional 717,344 shares at a cost of $22.2 million. Our fully diluted share count
decreased by 2,225,529 shares in 2012 and accretion to EPS due to the share repurchase plan was approximately
6%. Through a combination of share repurchases and dividends, we returned a total of $140.3 million to
stockholders during 2012. )

We are very pleased with the continued momentum in 2012..The financial strength of our core business has
enabled us to return more free cash flow to investors even as we continue to invest in new products and
technology innovation. We have developed solutions that we believe will help enhance liquidity by facilitating
connections among a broader group of market participants. We are confident that we can help our investor and
broker-dealer clients navigate the complex market structure changes currently taking place in the credit markets.

As always, thank you for your continued support.

Sincerely,

Aok ot //KQ

Richard M. McVey
Chairman of the Board and Chief Executive Officer
April 24, 2013 -
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A MarketAxess®

MarketAxess Holdings Inc.
299 Park Avenue, 10th Floor
New York, New York 10171

April 24, 2013
To the Stockholders of MarketAxess Holdings Inc.:

You are invited to attend the 2013 Annual Meeting of Stockholders (the “Annual Meeting”) of MarketAxess
Holdings Inc. (the “Company”) scheduled for Thursday, June 6, 2013, at 10:00 a.m., Eastern Daylight Time, at
the InterContinental New York Barclay Hotel, 111 East 48th Street, New York, New York 10017. The
Company’s Board of Directors and management look forward to seeing you.

Details of the business to be conducted at the Annual Meeting are given in the attached Notice of Annual
Meeting and Proxy Statement, which you are urged to read carefully.

We are pleased to take advantage of the Securities and Exchange Commission rules that allow issuers to
furnish proxy materials to their stockholders on the Internet. We believe these rules allow us to provide our
stockholders with the information they need, while lowering the costs of delivery and reducing the environmental
impact of our Annual Meeting. On April 25, 2013, we expect to mail to our.stockholders a Notice containing
instructions on how to access our Proxy Statement and Annual Report on Form 10-K for the year ended
December 31, 2012 and vote online. The Proxy Statement contains instructions on how you can receive a paper
copy of the Proxy Statement, proxy card and Annual Report if you only received a Notice by mail.

Your vote is important to us. Whether or not you plan to attend the Annual Meeting in person, your shares
should be represented and voted. After reading the enclosed Proxy Statement, please cast your vote via the
Internet or telephone or complete, sign, date and return the proxy card in the pre-addressed envelope that we have
included for your convenience. If you hold your shares in a stock brokerage account, please check your proxy
card or contact your broker or nominee to determine whether you will be able to vote via the Internet or by
telephone.

On behalf of the Board of Directors, thank you for your continued support.

Sincerely,

Aok ort e

Richard M. McVey
Chairman and Chief Executive Officer
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MarketAxess Holdings Inc.
299 Park Avenue, 10th Floor
New York, New York 10171

NOTICE OF
2013 ANNUAL MEETING OF STOCKHOLDERS

To the Stockholders of MarketAxess Holdings Inc.:

NOTICE IS HEREBY GIVEN that the 2013 Annual Meeting of Stockholders (the “Annual Meeting™) of
MarketAxess Holdings Inc., a Delaware corporation (the “Company’”), will be held on Thursday, June 6, 2013, at
10:00 a.m., Eastern Daylight Time, at the InterContinental New York Barclay Hotel, 111 East 48th Street,

New York, New York 10017. ‘ : ’

At the Annual Meeting we will:

1. vote to elect the eight nominees named in the attached Proxy Statement as members of the
Company’s Board of Directors for terms expiring at the 2014 Annual Meeting of Stockholders;

2. vote to ratify the appointment of PricewaterhouseCoopers LLP as the Company’s independent
registered public accounting firm for the year ending December 31, 2013;

3. hold an advisory vote on the compénsation of the Company’s named executive officers as disclosed
in the attached Proxy Statement; and

4. transact such other business as may properly come before the Annual Meeting or any adjournment
or postponement thereof.

These items are more fully described in the Company’s Proxy Statement accompanying this Notice.

The record date for the determination of the stockholders entitled to notice of, and to vote at, the Annual
Meeting, or any adjournment or postponement thereof, was the close of business on April 9, 2013. You have the
right to receive this Notice and vote at the Annual Meeting if you were a stockholder of record at the close of
business on April 9, 2013. Please remember that your shares cannot be voted unless you cast your vote by one of
the following methods: (1) vote via the Internet or call the toll-free number as indicated on the proxy card;

(2) sign and return a paper proxy card; or (3) vote in person at the Annual Meeting.

By Order of the Board of Directors,

o

Charies Hood
General Counsel and Corporate Secretary

New York, New York
April 24, 2013

YOUR VOTE IS VERY IMPORTANT, REGARDLESS OF THE NUMBER OF SHARES YOU
OWN. PLEASE READ THE ATTACHED PROXY STATEMENT CAREFULLY AND COMPLETE
AND SUBMIT YOUR PROXY CARD VIA THE INTERNET OR SIGN AND DATE YOUR PAPER
PROXY CARD AS PROMPTLY AS POSSIBLE AND RETURN IT IN THE ENCLOSED
ENVELOPE. ALTERNATIVELY, YOU MAY BE ABLE TO SUBMIT YOUR PROXY BY TOUCH-
TONE PHONE AS INDICATED ON THE PROXY CARD.
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MarketAxess Holdings Inc.
299 Park Avenue, 10th Floor
New York, New York 10171

_ PROXY STATEMENT for the
2013 ANNUAL MEETING OF STOCKHOLDERS
To Be Held On June 6, 2013

GENERAL INFORMATION

This Proxy Statement is furnished in connection with a solicitation of proxies by the Board of Directors (the
“Board’ or “Board of Directors”) of MarketAxess Holdings Inc., a Delaware corporation (“MarketAxess,” the
“Company,” “we” or “our”), to be used at our 2013 Annual Meetrng of Stockholders (the “Annual Meeting”)
scheduled for Thursday, June 6, 2013, at 10:00 a.m., Eastern Daylight Time, at the InterContinental New York
Barclay Hotel, 111 East 48th Street, New York, New York 10017.

This Proxy Statement, the accompanying Notice of Annual Meeting of Stockholders and proxy card are ﬁrst
being mailed to stockholders on or about April 25, 2013. Whenever we refer in this Proxy Statement to the
“Annual Meeting,” we are also referring to any meeting that results from any postponement or adjournment of
the June 6, 2013 meeting.

Holders of record of our Common Stock, par value $0.003 per share (“Common Stock”), at the close of
business on April 9, 2013 (the “Record Date”) are entitled to notice of, and to vote at, the Annual Meeting. On
that date, there were 37,027,108 shares entitled to be voted.

We encourage you to vote your shares, either by votiig in person at the Annual Meeting or by
granting a proxy (i.e., authorizing someone to vote your shares). If you vote via the Internet or telephone
or execute the attached paper proxy card, the individuals designated will vote your shares according to .
your instructions. If any matter other than Proposals 1, 2 or 3 listed in the Notice of Annual Meeting of
Stockheolders is presented at the Annual Meeting, the designated individuals will, to the extent permissible,
vote all proxies in the manner that the Board may recommend or, in the absence of such recommendatron,
in the manner they perceive to be in the best interests of the Company.

If you indicate when voting via the Internet that you wish to vote as recommended by the Board or 1f you
execute the enclosed paper proxy card but do not give instructions, your proxy will be voted as follows: FOR the
election of the nominees for director named herein, FOR ratification of the appointment of
PricewaterhouseCoopers LLP as our independent registered public accounting firm for the year ending
December 31, 2013, FOR the approval, on an advisory basis, of the compensation of the Company’s named
executive officers as disclosed in this Proxy Statement, and in accordance with the best judgment of the persons
appointed as proxies with respect to any other matters that properly come before the Annual Meeting. If your
shares are held in a stock brokerage account or by a bank or other nominee, see the information under the
heading Voting — Broker authority to vote.

Information on how you may vote at the Annual Meeting (such as granting a proxy that directs how your
shares should be voted, or attending the Annual Meeting in-person), as well as how you can revoke a proxy, is
contained in this Proxy Statement under the headings Solicitation of Proxies and Voting.

We are furnishing proxy materials to our stockholders primarily via the Internet. On April 25, 2013, we
expect to mail beneficial owners of our Common Stock a Notice of Internet Availability containing instructions
on how to access our proxy materials, including this Proxy Statement and our Annual Report. The Notice of
Internet Availability also instructs you on how to vote via the Internet or by telephone. Other stockholders, in
accordance with their prior réquests, received e-mail notification of how to access our proxy materials and vote -
via the Internet, or have been mailed paper copies of our proxy materials and a proxy card or voting form. All
beneficial owners will have the ability to access the proxy materials, including this Proxy Statement and our
Annual Report, on the website referred to in the Notice.

Internet d1stnbutron of our proxy materials is designed to prov1de our stockholders w1th the information
they need, while lowering costs of delivery and reducing the environmental impact of our Annual Meeting.
However, if you would prefer to receive paper copies of proxy materials, please follow the instructions included
in the Notice of Internet Availability. If you have previously elécted to receive our proxy materials electronically,
you will continue to receive these materials via e-mail unless you elect otherwise.

Important Notice Regarding the Availability of Proxy Materials
for the Stockholder Meeting to be held on June 6, 2013

Our Proxy Statement and 2012 Annual Report to Stockholders are available at
https://materials.proxyvote.com/57060D

1



SOLICITATION OF PROXIES

General

The attached proxy card allows you to instruct the de51gnated individuals how to vote your shares. You may
vote in favor of, against, or abstain from voting on any proposal. In addltIOIl with respect to Proposal 1 (the
election of directors), you may, if you desire, indicate on the proxy card that you are not authorizing the
designated individuals to vote your shares for one or more of the nominees.

Solicitation

We will bear the entire cost of solicitation, including the preparation, assembly, printing and mailing of a
Notice of Internet Availability of Proxy Materials, this Proxy Statement, the proxy card and any additional
soliciting materials furnished to stockholders. Copies of solicitation materials will be furnished to brokerage
houses, fiduciaries and custodians holdmg shares in their names that are beneﬁc1ally owned by others so that they
may forward the solicitation matenals to such beneficial owners. In addition, we may reimburse such persons for
their costs of forwarding the solicitation materials to such beneficial owners. The original solicitation of proxies
by mail may be supplemented by solicitation by telephone or other means by our directors, officers, employees
or agents. No additional compensation will be paid to these individuals for any such services. Except as described
above, we do not presently.intend to solicit proxies other than by mail.

VOTING

Stockholders entitled to vote and shares outstandmg

Each. stockholder is entitled to one vote for each share of Common Stock held on each matter submltted toa
vote atthe Annual Meeting. As of the Record Date, 37,027,108 shares of Common Stock were outstandmg and
entitled to be voted at the Annual Meetlng

How to vote
Submitting a proxy via mail, the _Ih;emei or telephone ‘

If youhold your shares through a stock broker, nominee, fiduciary or other custodian, you may vote by
calling the foll4frée telephone number listed on the proxy card or visiting the website address listed on the proxy
card. If you choose to submit your proxy with voting instructions by telephone or through the Internet, you will
be required to provide your assigned control number noted on the Notice before your proxy will be accepted. In
addition to the instructions that appear on the Notice, step-by-step instructions will be provided by recorded
telephone message or at the designated website on the Internet. Votes submitted by telephone or via the Internet -
must be received by 11:59 p.m., EDT, on June 5, 2013 in order for them to be counted at the Annual Meeting.

If you are a stockholder of record, or otherwise received a printed copy of the proxy materials, you may
submit your proxy with voting instructions by mail by following the instructions set forth on the proxy card
included with the proxy materials. Specifically, if you are a stockholder of record on the Record Date, you may
vote by mailing your proxy card, with voting instructions, to the address listed on your proxy card.

Voting your shares in person at.the Annual Meeting

For Shares Directly Regzstered in the Name of the Stockholder: You may vote in person at the Annual
Meeting; however, we encourage you to vote by proxy card or the Internet even if you plan to attend the meeting.
If you plan to attend the Annual Meeting, you will need to bring proof of your ownership of our Common Stock
as of the close of business on April 9, 2013, the Record. Date.

For Shares Registered in the Name of a Brokerage Firm or Bank: You may vote in person at the Annual
Meeting; however, you will need to bring an account statement or other acceptable evidence of ownership of
Common Stock as of the close of business on April 9, 2013. Alternatively, in order to vote, you may contact the
person in whose name your shares are reg1stered and obtain a proxy from, that person and bring it to the Annual
Meeting. ; .



Revoking a proxy

A proxy that was submitted via the Internet or by telephone may be revoked at any time before it is
exercised by (1) executing a later-dated proxy card via the Internet or by telephone or (2) attending the Annual
Meeting and voting in person by ballot.

A proxy that was submitted by mail may be revoked at any time before it is exercised by (1) giving written
notice revoking the proxy to our General Counsel and Corporate Secretary at MarketAxess Holdings Inc., 299
Park Avenue, 10th Floor, New York, NY 10171, (2) subsequently sending another proxy bearing a later date or
(3) attending the Annual Meeting and Votmg in person by ballot.

If your shares are registered in the name of a brokerage firm or bank, you must contact your brokerage firm
or bank to change your vote or obtain a proxy to vote your shares if you wish to cast your vote in person at the
meeting.

Your attendance at the Annual Meeting in and of itself will not automatlcally revoke a proxy that was
submitted via the Internet, by telephone or by mail.

Broker authority to vote

If your shares are held in a stock brokerage account or by a bank or other nominee, you are considered to be
the beneficial owner of shares held in street name. These proxy materials are being forwarded to you by your
broker or nominee, who is considered to be the holder of record with respect to your shares. As the beneficial
owner, you have the right to direct your broker or nominee how to vote by filling out the voting instruction form
provided by your broker or nominee. Telephone and Internet voting options may also be available to beneficial
owners. As a beneficial owner, you are also invited to attend the Annual Meeting, but you must obtain an account
statement or other acceptable evidence of ownersh1p of our Common Stock or a proxy from the holder of record
of your shares in order to vote in person at the Annual Meetmg

If your shares are held in street name; your broker or nominee will ask you how you want your shares to be
voted. If you provide voting instructions, your shares must be voted as you direct. If you do not furnish voting
instructions, one of two things can happen, depending upon whether a proposal is “routine.” Under the rules that
govern brokers that have record ownership of shares beneficially owned by their clients, brokers have discretion
to cast votes only on routine matters, such as the ratification of the appointment of independent registered public
accounting firms, without voting instructions from their clients. Brokers are not permitted, however, to cast votes
on “non-routine” matters without such voting instructions, such as the election of directors. A “broker non-vote”
occurs when a beneficial owner has not provided voting instructions, and the broker holding shares for the
beneficial owner does not vote on a particular proposal because the broker does not have discretionary voting
power for that proposal and has not received voting instructions from the beneficial owner.

Quorum

A quorum is required for the conduct of business at the meeting. The presence at the meeting, in person or
by proxy, of the holders of shares having a majority of the voting power represented by all outstanding shares
entitled to vote on the Record Date will constitute a quorum, permitting us to conduct the business of the
meeting. Proxies received but marked as abstentions, if any, and broker non-votes (as described above) will be
included in the calculation of the number of shares considered to be present at the meeting for quorum purposes.
If we do not have a quorum, we will be forced to reconvene the Annual Meeting at a later date.

Votes necessary to approve each proposal

Election of Directors. Our Bylaws include a majority voting standard for the election of directors in
uncontested elections, which are generally defined as elections in which the number of nominees does not exceed
the number of directors to be elected at the meeting. In the election of directors (Proposal 1), you may either vote
“FOR,” “AGAINST” or “ABSTAIN" as to each nominee. Cumulative voting is not permitted. Under the
majority voting standard, in uncontested elections of directors, such as this election, each director must be elected
by the affirmative vote of a majority of the votes cast by the shares present in person or represented by proxy and

3



entitled to vote. A majority of the votes cast means that the number of votes cast “FOR” a candidate for director
exceeds the number of votes cast “AGAINST” that candidate for director. Brokers do not have discretionary
authority to vote for directors. Abstentions and broker non—votes will not count as a vote cast “FOR” or
“AGAINST” a nominee’s election and thus will have no effect in determining whether a director nominee has
received a majority of the votes cast.

Other Items.  For the ratification of ‘'our independent registered public accounting firm (Proposal 2) and the
adoptlbn of a resolution approving on a non-binding, advisory basis the compensation of the Company’s named
executive officers (Proposal 3), the proposals will be decided by the affirmative vote of the holders of a majority
of the shares present in person or represented by proxy. Abstentions will be counted for purposes of determining
the number of votes cast.on these proposals and will have the same effect as negative votes. Broker non-votes
will not be counted as shares present and entitled to vote.

Certain stockholder-related matters

We do not know of any stockholder proposals that may be properly presented at the Annual Meeting. For
information regarding inclusion of stockholder proposals in our 2014 Annual Meeting of Stockholders, see the
information in this Proxy Statement under the section heading Other Matters — Stockholder proposals for 2014
Annual Meeting.

AVAILABILITY OF CERTAIN DOCUMENTS

Householding of Annual Meeting materials -

Some banks brokers and other nominee record holders may participate in the practice of “householding”
proxy statements and their accompanying documents. This means that only one copy of our Proxy Statement is
sent to multiple stockholders in your household. We will promptly deliver a separate copy of these documents to
you upon written or oral request to our Investor Relations Department at MarketAxess Holdings Inc., 299 Park
Avenue, 10th Floor, New York, NY 10171 or 212-813-6000. If you want to receive separate copies of our proxy
statements in the future, or if you are receiving multiple copies and would like to receive only one copy per
household, you should contact your bank, broker or other nominee record holder, or you may contact us at the
above address and phone number. :

Additional information

We are required to file annual, quarterly and current reports, proxy statements and other reports with the
SEC. Copies of these filings are available through our Internet website at www.marketaxess.com or the SEC’s
website at www.sec.gov. We will furnish copies of our SEC filings (without exhibits), including our Annual
Report on Form 10-K for the year ended December 31, 2012, without charge to any stockholder upon written or
oral request to our Investor Relations Department at MarketAxess Holdings Inc., 299 Park Avenue, 10th Floor,
New York, NY 10171 or 212-813-6000. A



PROPOSAL 1 — ELECTION OF DIRECTORS

The first proposal to be voted on at the Annual Meeting is the election of dlrectors Our Board currently
consists of nine directors, eight of whom are not our employees. Each of the nominees for director was elected by
the Company’s stockholders on June 7, 2012. The directors will be elected for a term that begins at the Annual
Meeting and ends at the 2014 Annual Meeting of Stockholders. Each director will hold office until such
director’s successor has been elected and qualified, or until such director’s earlier resignation or removal.

Dr. Sharon Brown-Hruska, who has been a director since April 2010, has chosen not to stand for reelection.
Dr. Brown-Hruska’s resignation from the Board will be effective as of the date of the Annual Meeting. In
connection with the resighation of Dr. Brown-Hruska, the Board has reduced the number of directors constituting
the full Board from hine to elght effectlve as of the date of the Annual Meeting.

Your vote

If you sign the enclosed proxy card and return it to the Company, your proxy will be voted FOR all
directors, for terms expiring at the 2014 Annual Meeting of Stockholders, unless you specifically indicate on the
proxy card that you are casting a vote against one or more of the nominees or abstalnmg from such vote.

A ma]orlty of the votes cast by stockholders entitled to vote at the Annual Meeting is required for the
election of directors. Accordingly, the directorships to be filled at the Annual Meeting will be filled by the
nominees receiving a majority of votes for their election. In the election of directors, stockholders will be given
the choice to cast votes for or against the election of directors or to abstain from such vote. The number of shares
voted for a director must exceed the number of votes cast against that director. Abstentions and broker non-votes
will be excluded entirely from the vote and will have no effect on the outcome of the vote.

Board recommendatlon

THE BOARD UNANIMOUSLY RECOMMENDS THAT YOU VOTE “FOR” THE ELECTION OF
EACH OF THE FOLLOWING NOMINEES:

Richard M. McVey
Steven L. Begleiter
Stephen P. Casper
David G. Gomach
‘Carlos M. Hernandez
Ronald M. Hersch
John Steinhardt

James J. Sullivan

Each of these nominees is currently serving as a director on our Board, and each nominee has agreed to
continue to serve on the Board if he is elected at the Annual Meeting. If any nominee is unable (or for whatever
reason declines) to serve as a director at any time before the Annual Meetlng, proxies may be voted for the
election of a qualified substitute designated by the current Board, or else the size of the Board will be reduced
accordingly. Biographical information about each of the nominees is included below under Director information.

Qualifications for director nominees .

The minimum qualifications for Board consideration are:

* substantial experience working as an executive officer for, or serving on the board of, a public
- company; or E ‘

» significant accomplishment in another ﬁeld of endeavor related to the strategic running of our
business; and . '

* an ability to make a meanjngful contribution to the oversight and governance of a company having a
scope and size similar to our Company

A director must have an exemplary reputation and record for honesty in his or her personal dealings and
business or professional activity. All directors must demonstrate strong leadership skills and should possess a
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basic understanding of financial matters; have an ability to review and understand the Company’s financial and
other reports; and be able to discuss such matters intelligently and effectively. He or she also needs to exhibit
qualities of independence in thought and action. A candidate should be committed first and foremost to the
interests of the stockholders of the Company. Persons who represent a particular special interest, ideology,
narrow perspective or pomt of view would not, therefore, generally be considered good candidates for election to
our Board. The key experience, qualifications and skills each of our directors brings to the Board that are
important in light of our business are included in their individual biographies below.

Our Board does not have a fonnal written policy with regard to the consideration of diversity in identifying
director nominees. Our Corporate Governance Guidelines, however, require the Board’s Nominating and
Corporate Governance Committee to review the qualifications of the directors and the composition of the
Board as a whole. This assessment includes not only the independence of the directors, but consideration of
required minimum qualifications, skills, expertise and experience in the context of the needs of the Board and its
ability to oversee the Company’s business.

Director information

At the recommendation of the Nominatiﬁg and Corporate Governance Committee, the Board has nominated
the persons named below to serve as directors of the Company for a term beginning at the Annual Meeting and
ending at the 2014 Annual Meeting of Stockholders.

Richard M. McVey Richard M. AMcVey (53) has been Chief Executive Officer and

Director since April 2000 'Chairman of our Board of Directors since our inception. As an
employee of J.P. Morgan & Co., one of our founding broker-dealers,
Mr. McVey was instrumental in the founding of MarketAxess in
April 2000. Prior to founding MarketAxess, Mr. McVey was Managing
Director and Head of North America Fixed-Income Sales at JPMorgan,
where he: managed.the institutional distribution of fixed-income
securities to investors, from 1996 until April 2000. In that capacity, he
was responsible for developing and maintaining senior client
relationships across all market areas, including fixed-income, equities,
emerging markets, foreign exchange and derivatives. From 1992 to
1996, Mr. McVey led JPMorgan’s North America Futures and Options
Business, including institutional brokerage, research, operations,
finance and compliance. He currently serves on the board of directors
of Blue Mountain Credit Alternatives L.P., an asset management fund
focused on the credit markets and equity derivatives markets.
Mr. McVey received a B.A. in Finance from Miami (Ohio) University
and an M.B.A. from Indiana University.

Mr. McVey’s role as one of our founders and his service as our Chief

~ Executive Officer for over a decade give him deep knowledge and
understandlng of all aspects of the business and operatlons of
MarketAxess. Mr. McVey’s extensive experience in the financial
services industry, including significant leadership roles at JPMorgan,
has provided comprehensive knowledge of the financial markets that
we serve and the institutions and dealers that are our clients.

Steven L. Begleiter Steven L. Begleiter (51) has been a Senior Principal at Flexpoint Ford,
Director since April 2012 LLC, a private equity group focused on investments in financial
' services and healthcare, since October 2008. Prior to joining Flexpoint

Ford, Mr. Begleiter spent 24 years at Bear Stearns & Co., serving first
as an investment banker in the Financial Institutions Group and then as
Senior Managing Director and member of its Management and
Compensation Committee from 2002 to September 2008. Mr. Begleiter
also sérved as head of Bear Stearns’ Corporate Strategy Group.
Mr. Begleiter currently serves on the board of directors of WisdomTree
Investmenits, Inc. Mr. Begleiter received a B.A. in. Economics from
Haverford College.
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Stephen P. Casper
Director since April 2004

David G. Gomach
Director since February 2005

Mr. Begleiter brings many years of leadership experience in the
financial services industry and private equity. Mr. Begleiter also has
extensive industry knowledge and perspectives on mergers and
acquisitions and capital formation.

Stéphen P. Casper (63) is retired. Mr. Casper was the President of TRG
Management L.P., the investment manager of the TRG Global
Opportunity Master Fund, Ltd., from April 2010 to August 2012. From

- September 2008 to April 2010, Mr. Casper was a partner of Vastardis

Capital Services, which provides fund administration and securities
processing outsourcing services to hedge funds, funds of funds and
private equity funds and their investment management sponsors. Prior
to this, Mr. Casper was Chairman and Chief Executive Officer of
Charter Atlantic Corporation, the holding company of Fischer Francis
Tiees & Watts, Inc. (“FFTW?”), a specialist manager of U.S., global and
international fixed-income portfolios for institutional clients, and
Malbec Partners, a manager of single-strategy hedge funds. From April
2004 to January 2008, Mr. Casper was the President and CEO of
FFTW. Mr. Casper joined FFTW as Chief Financial Officer in 1990
and was appointed Chief Operating Officer in May 2001. From 1984
until 1990, Mr. Casper was Treasurer of the Rockefeller Family Office.
Mr. Casper has been a member of the Board of Directors of the KLS
Diversified Fund and the KS Rates Fund, both of which are fixed
income hedge funds, since July 2012. Mr. Casper is a member of the

- Investment Committee of the Brooklyn Museum. Mr. Casper is a

Certified Public Accountant and received a B.B.A. in accounting from
Baruch College, from which he graduated magna cum laude, Beta
Gamma Sigma, and an M.S. in finance and accounting from The

.. Wharton School at the University of Pennsylvania.

Mr. Casper’s experience in the fixed-income markets and financial
services industry and his experience in financial reporting and
accounting roles bring extensive public accounting, financial reporting,
risk management and leadership skills to the Board.

David G. Gomach ( 54 ) is retired. Mr. Gomach was the Chief Financial
Officer and Treasurer of School Specialty, Inc. from September 2006
through June 2007, having joined as Executive Vice President - Finance
in August 2006. Prior to School Specialty, Mr. Gomach held various
positions at the Chicago Mercantile Exchange (“CME”) from 1987 to
2004. From June 1997 until his retirement from the CME in November
2004, he served as Chief Financial Officer. From 1996 until 1997

Mr. Gomach served as Vice President, Internal Audit and
Administration. Also, during his tenure at the CME, he was a Semor
Director and Assistant Controller. Prior to joining the CME,

Mr. Gomach held positions at Perkin-Elmer, Singer Corporation and
Mercury Marine, a subsidiary of Brunswick Corporation. Mr. Gomach

is'a Certified Public Accountant and received a B.S. from the

University of Wisconsin-LaCrosse and an M.B.A. from Roosevelt
University. From April 2011 to October 2012, Mr. Gomach served as a
director and member of the audit committee for Eladian Partners, a
privately held multi-asset class trading company.

Mr. Gomach brings to the Board leadership experience from his prior
roles and deep knowledge of public accounting, financial reporting and
risk management matters facing public companies in the financial
services industry, 1nclud1ng internal controls and Sarbanes-Oxley
compliance.



Carlos M. Hernandez
Director since February 2006

Ronald M. Hersch
Director since July 2000

John Steinhardt
Director since April 2000

Carlos M. Hernandez (51) is Global Head of Investor Services at
JPMorgan, serves on the JPMorgan Chase Executive Committee and is
a.member of the Corporate & Investment Bank’s leadership team. Prior

to this position, Mr. Hernandez led JPMorgan’s Global Equities and

Prime Services business. He previously managed the Origination and
Distribution business for the Americas, Institutional Equities for the
Americas and Global Equity Capital Markets at JPMorgan. Before
joining the Equities division, Mr. Hernandez was head of Investment
Banking, Latin America. Mr. Hernandez has been with JPMorgan since
1986, working ‘on a wide array of advisory and financing transactions
for both corporations and governments, across various product groups
and geographic regions.

~Mr. Hernandez currently serves on the boards of The Brunswick School

in Connecticut and John Hopkins School of Sciences in Maryland. In
2003, he served on the board of the Securities Industries Association.
Mr. Hernandez has a B.S. in Business from the State University of
New York and an M.B.A. from Columbia University.

. Mr. Hernandei has a broad range of leadership experience and a deep
- understanding of the global financial markets and financial services and

securities industries; including the particular needs of an international
corporatlon Mr. Hernandez also has a unique understanding of and
expenence with our broker-dealer clients and their needs, particularly
in the context of recent regulatory reform.

Ronald M. Hersch (65) was a Senior Managing Director at Bear Stearns
and Co. Inc. from June 1992 until his retirement in April 2007.

Mr. Hersch was responsible for directing the firm’s futures business as
well as coordinating eCommerce activities and initiatives within the
Fixed-Income Division. Mr. Hersch is a former Chairman of the

. Futures Industry Association. He has previously served on the board of

directors of Bond Desk Group, LLC, the Chicago Board of Trade, and
the National Futures Association, the self-regulatory organization
respons1ble for futures 1ndustry oversight. Mr. Hersch received a B.A.
from Long Island University.

Mr. Hersch’s experience with regulatory and policy issues gives him
valuable insight into strategles for negotiating the regulatory matters
affecting the financial services industry generally and the Company in
particular. Mr. Hersch also brings significant leadership experience to
the Board and a deep understandmg of the fixed-income and derivatives
markets.

John Steinhardt ( 59) isa founder, and has been a Managing Partner,
Co-Chief Executive Officer and Co-Chief Investment Officer, of KLS
Diversified Asset Management since July 2007. From July 2006 until
July 2007, Mr. Steinhardt managed a private investment portfolio.

Mr. Steinhardt was the founder, Chief Executive Officer and Chief
Investment Officer of Spectrum Investment Group from January 2005
to July 2006. Until October 2004, Mr. Steinhardt was Head of

North American Credit Markets for JPMorgan Chase & Co. and a
member of the Management Committee of the Investment Banking
Division of JPMorgan Chase & Co. Prior to the merger of J.P. Morgan

& Co. and the Chase Manhattan Bank, Mr. Steinhardt was the Head of

U.S. Secuirities at Chase’Securities Inc. and a member of the
Management Committee from 1996 to 2000. He currently serves on the

‘board of directors of the 92nd Street Y and the board of trustees of the
- Central Park Conservancy. Mr. Steinhardt received a B.S. in Economics

from St. Lawrence University and an M.B.A from Columbia
University.



.. Mr. Steinhardt brings substantial leadership experience at a number of

- financial institutions and extensive experience in the financial markets

that we serve. Mr. Steinhardt also has a deep know]edge and
_ understanding of the _requirements of operating in a highly regulated

Jamies J. Sullivan
Director since March-2012

industry..

* James J. Sullivan (53) is senior managing director and head of

Prudential Fixed Income, a position he has held since 1999. Prudential
Fixed Income is the primary organization within Prudential Financial
responsible for managing public fixed income assets. Mr. Sullivan is

- responsible for all aspects of Prudential Fixed Income’s business, from

both the investment and business management standpoints. Under his
purview are the portfolio management and trading, credit research, and.
quantitative research and risk management organizations, as well as
finance, marketing, and global business development He Jomed
Prudential Financial in 1981 and has extensive experience in trading
and, portfoho management across many fixed income market sectors.
He is a member of Prudential Investment Management s Investment
Committee, chairman of the Prudential Investment Management Ethics
Committee, and chairman of Prudential Trust Company. Mr. Sullivan
holds a B.A. with a concentration in finance and an M.B.A. with honors
from Iona College.

Mr. Sullivan brings extensive buy—s1de experience in the financial -
services industry, specifically in the fixed-income markets that we
serve, and a deep knowledge and understandmg of the issues faced by

~ the institutional investors who operate in those markets

Director Not Standmg for Re-Electlon ’

Dr. -Brown- Hruska will remain a d1rector of the Company until the Annual Meetlng, but will not stand for

reelection.

Dr. Sharon Brown-Hruska
Director since April 2010

- Dr. Sharon Brown-Hruska (53) is a Vice President in the Securities and

Finance Practice of National Economic Research Associates (NERA) .
and a Visiting Professor of Finance at Tulane University. She is a

o leadlng expert in securities, derivatives and risk management. Prior to ‘

joining NERA, she served as Commissioner (2002-2006) and Acting

* Chairman (2004-2005) of the U.S. Commodity Futures Tradmg

Commission and as a member of the President’s Working Group on

‘Financial Markets. Dr. Brown-Hruska has advised exchanges,

businesses and governments on regulation and compliance issues and
has addressed numerous governmental and financial orgamzatlons
including U.S. House and Senate committees, the International
Monetary Fund and the International Organization of Securities
Commissioners. She has spoken extensively on the regulation of -
derivatives and the financial entities that use them to the Managed

* Funds Association, the Futures Industry Association, the International

Swaps and Derlvatlves Association and other financial mdustry

“associations. She is ‘widely published, with articles : appearmg in Capital

Markets Law Journal, Barron’s, Journal of Futures Markets, -
Regulation, Review of Futures Markets and other publications. She was
an Assistant Professor in the Freeman School of Business at Tulane -
University and George Mason Umvers1ty She holds Ph.D. and M.A.
degrees in economiics and a B.A. in economics and 1nternat10na1 studies
from Vlrglma Polytechmc Institute and State University. ‘



Dr. Brown-Hiuska’s experience as a regulator and her academic focus
'on securities, derivatives and risk management give her extensive
knowledge of the development and implementation of the regulatory
structure of the financial sérvices and securities industries, as well as
the effects of regulatory matters on companies operating in those
industries. Dr. Brown-Hruska provides the Board with valuable insight

. into the regulatory process and an understanding of how financial
entities may best manage risk:

CORPORATE GOVERNANCE AND'BOARD MATTERS

Dlrector independence

The Board of Directors has determmed that seven of our nominees for director, Messrs. Begleiter, Casper,
Gomach, Hernandez, Hersch, Steinhardt and Sullivan, currently meet the independence requirements contained
in the NASDAQ listing standards and apphcable tax and securities ‘tules and regulations. None of these nominees
for director has a relationship with the Company or its subsidiaries that would interfere with the exercise of
mdependent judgment in carrymg out the respons1b1ht1es of a director. -

In compliance with the NASDAQ listing standards, we have a Board of Directors comprised of a majority
of independent directors. In addition to our current Board of Directors, Nicolas S. Rohatyn and Roger Burkhardt,
who served on.our Board in 2012, gualified as “independent” directors under the NASDAAQ listing standards.

The NASDAQ listing standards havé both objective tests and a subjective test for determining who is an
“independent director.” The ob_]ectwe tests state, for example, that a director is not considered independent if he
is an employee of the Company or is a partner in or executive officer of an entity to which the Company made, or
from which the Company received, payments in the current or any of the past three fiscal years that exceed 5% of
the recipient’s consolidated gross revenue for that year. The subjective test states that an 1ndependent director
must be a person who lacks a relationship that, in the opinion of the Board, would interfere with the exercise of
independent judgment in carrying out the responsibilities of a director.

None of the non-employee directors were disqualified from “independent” status under the objective tests.
In assessing independence under the subjective test, the Board took into account the standards in the objective
tests, and reviewed and discussed additional information prov1ded by the directors and the Company with regard
to each director’s business and personal activities as they may. relate to MarketAxess’ management. Based on all
of the foregoing, as required by the NASDAQ listing standards, the Board made a substantive determination as to
each of the seven independent directors that no relatlonshlp exists which, in the opinion of the Board, would
interfere with the exercise of independent _]udgment in carrying out the responsibilities of a director.

The Board has not established categorical standards or guldehncs to make these subjective determinations,
but considers all relevant facts and cucumstances

In addition to Board-level standards for director independence, the directors who serve on the Audit
Committee and the Compensation Committee each satisfy standards established by the SEC and the NASDAQ
listing rules prov1dmg that to quahfy as “independent” for purposes of membership on the Audit Committee or
the Compensation Committee, members of such committees may not accept directly or indirectly any consulting,
advisory or other compensatory fee from the Company other than, their director compensation. Also, each of the
directors who serve on the Compensation Committee has been determined to be a “non-employee director” for

purposes of the apphcable SEC rules and regulanons and an “outs1de director” for purposes of the applicable tax
rules. o Lo -

In making its mdependence determmatlons the Board considered transactions occurring since the beginning
of 2010 between the Company and entities associated with the mdependent directors or members of their
immediate family. In each case, the Board determined that, because of the nature of the director’s relationship
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with the entity and/er the amount involved, the relationship did not impair the director’s independence. The
Board’s independence determinations included reviewing the.following relationships:

'« Mr. Hernandez is the Global Head of Investor Semces of JPMorgan Chase' & Co. ‘(“JPMorgan”), which -
~ - accounted for less than 5% of the Company’s annual revenue in each of the past three years. In addition,
JPMorgan (i) is the administrative agent and sole lender under our credit agreement, which provides for
revolving loans and letters of credit up to an aggregate of $50.0 million, (ii) provides investment adv1sory,
custodial and cash management services to the Company, and (iii) operates our share repurchase program.
From time to time, JPMorgan has provided investment banking services to the Company, including in
. connection with the Company’s, acquisition of Xtrakter Limited (“Xtrakter”).. e :

¢ Mr. Steinhardt is the Co-Chief Exécutive Officer of KLS Diversified Asset Management, which
accounted for less than 1% of the Company s annual revenue in each of the past three years.

o M. Sulhvan 1s semor managmg dlrector and head of Prudential leed Income a d1v1smn of Prudentlal
Investment Management, which, together with its affiliates, accounted for less than 1% of the Company S
annual revenue-in each of the: past three- years. , . .

How no_minees _t'o oti,r Board are ‘sele.cteyd BRI

Candidates for election to our Board of Directors are nominated by our Nominating and Corporate
Governance Committee and ratified by qur full Board of Directors for nomination to the stockholders. The
Nominating and Corporate Governance Committee operates under a charter, which is available on our corporate
website at www. marketaxess com. e i :

The Nonnnatmg and Corporate Governance Commlttee will glve due cons1derat10n to candidates
recommended by stockholders. Stockholders may ‘récommend candidates for the: Nominating and Corporate -
Governance Committee’s conisideration by submitting stich recommendations directly to the Nominating and
Corporate Governance Comrmttee ‘by mail-or electromcally In inaking recommendations, stockholders should be
mindful of the discussion of minimum qualifications set forth above under Qualifications for director nominees.
However, just because a recommended individual meets the minimum qualification standards does not imply that
the Nomjnating and Corporate Governance Committee will necessarily nominate the person so recommended by
a stockholder.. The Nominating and Corporate Governance Committee may. engage outside search firms to assist
in 1dent1fy1ng or evaluating. potentlal nominees. - .

Board leadershlp structure ,.

Our Chief Executive Officer (“CEO”) also serves as the Chairman of the Board (the “Chazrman”), and we -
have a Lead Independent Director, who is responsible, among other things, for consulting with the Chairman
regarding the agenda for each Board meeting and coordinating the activities of the non-employee directors and
the Board, in general, including presiding over the executive sessions of non-employee directors. We believe that
this structure is appropriate for the Company because it a]lows one person to.speak for and lead the Company and
the Board, while also providing for effective oversight by an independent Board through a Lead Independent
Director. Our CEO, as the individual with primary responsibility for managing the Company’s strategic direction
and day-to-day operations, is in the best position to-provide Board leadership that is aligned with our
stockholders’ interests as well as the Company’s needs. Our overall corporate governance policies and practices,
combined with the strength of our mdependent d1rectors, mlmmlze e any potent1al conﬂlcts that may result from
combining the roles of CEO' and Chmrman : -

Mr.. Casper currently serves as the Lead Independent Dlrector The full Board by ma]orrty vote, elects the |
Lead Independent Director. .

The Board has established other structural safeguards that serve to preserve the Board’s independent
oversight of management. First, the Board is comprised almost entirely of independent directors who are highly -
qualified and.experienced, and who exercise a strong, independent oversight function. The Board’s Audit
Committee, Compensation Committee-and Nominating and Corporate Governance Committee are comprised
entirely of, and are chaired by, mdependent directors, Second, independent. oversight of our CEO’s performance
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is provided through a number of Board and committee processés and procedures, including- regular executive
sessions of non-employee directors and annual evaluations of our CEO’s-performance against pre-determined
goals. The Board believes that these safeguards preserve the Board’s independent oversight of management and
provide-a balance between the authonty of those who oversee the Company and those who manage it on a day-
to-day basis. .

Board commlttees

The Audit Committee of our Board of Directors reviews, acts on and reports to our Board of Directors with
respect to various auditing and accounting matters, including the recomimendation of our independent registered
public accounting firm, the scope of the annual audits, the fees to be paid to the independent registered public
accounting firm, the performance of the 1ndependent reglstered pubhc accountmg firm and our-accounting
practices. The Audit Committee currently consists of Messrs. Gomach (Chair), Casper and Hersch. The Board of
Directors has determined that eachi membeér of the Audit Committee is an independent director in accordance
with NASDAQ listing standards and that Mr. Casper and Mr: Goinach are beth Audit Committee financial
experts, as defined by SEC guidelines and as required by the applicable NASDAQ listing standards. For
information regarding the experience and qualifications of our Audit Connmttee financial experts, see the
information in this Proxy Statement under the section heading Proposal I — Election of : Directors — Director
information. -

The Compensation Cormmitteé of the Board of Directors recommends, reviews and oversees the saldries,
benéfits and stock option planis for our employees, consultants, difectors (other than non-employee directors) and
other individuals whom we compensate. The Compensation Committee also administers our compensation plans.
The Compensation Committee currently consists of Messrs. Steinhardt (Chair), Begleiter and. Hersch. The Board
of Directors has determined that each member of the Compensatlon Committee is an “mdependent dlrector in
accordance with NASDAQ listing standards,. a non—employee director” under the apphcable SEC rules and
regulatlons and an “outs1de director” under the apphcable tax rules. The Compensatlon Comn:nttee may form
subcommittees and delegate authonty to such subcommlttees or 1nd1v1dua1s as it deems appropriate.

* The Nomiinating and Corporate Governance Committee of the Board of Directors selects nominees for
director positions to be recommended by-our Board of Directors for election as directots and for any vacancies in
such positions, develops-and recommends for our Board of Directors the Corporate Governance Guidelines of the
Company and oversees the annual review of the performance of the Board of Directors; each director and each
committee. The Nominating and Corporate Governance Committee currently consists of Mr. Hersch (Chair) and
Mr. Casper. The Board of Directors has determined that Messrs. Hersch and Casper are independent directors in
accordance with NASDAQ listing standards. . P

The Investment Committee assists the Board in monitoring whether the Company has adopted and adheres
to a rational and prudent investment arid‘capital management policy; whether management’s investment and
capital management actions are consistent with attainment of the Company’s investment policy, financial
objectives and business goals; the-Company’$ compliance with legal and regulatory requirements pertaining to
investment and capital management; the competence, performance and compensation of the Company’s external’
money managers; and such other mattersas the Board or Investment Committee deems appropriate. The
Investment Commntee currently consists of Messrs Steinhardt (Chalr) Hemandez and Sullivan.

The Mergers and Acqulsmons (,ommlttee of the Board of Dlrectors assists our Boa:d of Dxrectors in
reviewing and assessing potential acquisitions, strategic investments, joint ventures and d1vest1tures and
provides guidance to management with respect to the Company’s transaction strategies and the identification and
evaluation of strategic transactions. The Mergers and Acquisitions Committee currently consists of Messrs.
Begleiter, Gomach, Hernandez and McVey.

Meetmgs and attendance

During the year énded December 31, 2012 the full Board held nine meetings; the Audit Committee held
11 meetings; the Compensation Committee held four meetings; the Nominating and Corporate Governance
Coinmittee held six meetings; the Investment Committée held six meetings; and the Mergers and Acquisitions
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Committee held two meetings. The non-management directors met in executive session without managerment’
directors or cemployees at each of the five regularly-scheduled meetings of the Board during 2012. We expect
each dlrector to attend each meeting of the full Board and of the committees on which he or she serves and to
attend the Annual Meetmg All directors attended at least 75% of the meetings of the full Board and the meetmgs
of the committees on which they served. All directors attended our 2012 annual meetmg of stockholders.

Boal_'d ,involvemeht in risk oversight

* The Company’s management is responsible for defining the various risks facing the Company, formulating
risk management policies and procedures, and managing the Company’s risk exposures on a day-to-day basis.
The Board’s responsibility is to monitor the Company’s risk management processes by informing itself of the
Company’s material risks and evaluating whether management has reasonable controls in place to address the
material risks. The Board is not responsible, however, for defining or managing the Company’s various risks.

The Board of Directors monitors management’s responsibility for risk oversight through regular reports
from management to the Audit Committee and the full Board. Furthermore, the Audit Committee reports on the
matters discussed at the committee level to the full Board. The Audit Committee and the full Board focus on the
material risks facing the Company, including strategic, operational, market, credit, liquidity, legal and regulatory
risks, to assess whether management has reasonable controls in place to address these risks. In addition, the
Compensation Committee is charged with reviewing and discussing with management whether the Company’s
compensation arrangements are consistent with effective controls and sound risk management. Finally, risk
management is a factor that the Board and the Nominating and Corporate Governance Committee consider when
determining who to. nominate for election as a director of the Company and which directors serve on the Audit
Committee. The Board believes this division of respons1b111t1es provides an effective and efficient approach for .
addressmg risk management

James N:B. Rucker, who previously served as the Company’s Chief F1nanc1al ‘Officer and its Ch1ef
Operations, Credit and Risk Officer, is currently responsible for the Company’s credit and risk functions as the
Compaity’s Credit and Risk Officer. In such position, Mr. Rucker has responsibility, among other things, for
overseeing and coordinating the Company’s risk assessment and mitigation efforts, including responsibility for
identification of key business risks, ensuring appropriate management of these risks within stated limits and
enforcement through policies and procedures. The Company’s Risk Committee was organized in 2006 to assist
management’s efforts to assess and manage risk. The Risk Committee is chaired by Mr. Rucker and is comprised
of department heads and other managers. The Risk Committee assesses the Company’s business strategies and
plans and insures that appropriate policies and procedures are in place for identifying, evaluating, monitoring, -
managing and measuring significant risks. The Risk Committee regularly prepares updates and reports for the
Audit Committee and the Board of Directors.

Code of Conduct, Code of Ethics and other governance documents

The Board has-adopted a Code of Conduct that applies to all officers, directors and employees and a Code
of Ethics for the CEO dnd Senior Financial Officers. Both the Code-of Conduct and the Code of Ethics for the
CEO and Senior Financial Officers, as well as any amendments to, or waivers under, the Code of Ethics for the
CEO and Senior Financial Officers, can be accessed in the Investor Relations — Corpomte Govemance sectlon
of our website at www. marketaxess com. : - :

You may also obtaln acopy. of these documents by writing to MarketAxess Holdmgs Inc., 299 Park Avenue,‘
10th Floor New_\{ork New Yotk 101741 Attentloh Investor Relations.

Copies ‘of the charters of our Board’s Audit Committee, Compensation Committee, Investment Committee
and Nominating and Corporate Governance Committee, as well as a copy-of the Company’s Corporate
Governance Guldelmes can be accessed in the Investor Relatzons — Corporate Govemance section of our
websue : : :
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Communicating with our Board members - :

Although our Board of Directors has not adopted a formal process for stockholder communications with the
Board, we make every effort to ensure that the views of stockholders are heard by the Bdard or by individual
directors, as applicable, and we believe that this has been an effective process to date. Stockholders may
communicate with the Board by sending a letter to the MarketAxess Holdings Inc. Board of Directors,

c/o General Counsel, 299 Park Avenue, 10th Floor, New York, New York 10171. The General Counsel will
receive the correspondence and forward it to the Chairman of the Board or to any individual director or directors
to whom the conmmnication is directed, as appropriate. Notwithstanding the above, the General Counsel has the
authority to discard or disregard any communication that is unduly hostile, threatening, illegal or otherwise
inappropriate or to take any other appropriate actions with respect to such communications. -

Tn addition, any person, whether or not an employee; who has a concern regarding the conduct of the
Company or our employees, including with respect to our accounting, internal accounting controls or auditing’
issues, may, in a confidential or anonymous manner, communicate that concern in writing by addressing a letter
to the Chairman of the Audit Committee, c/o Corporate. Secretary, at our corporate headquarters address, which is
299 Park Avenue, 10th Floor, New York, New York.10171, or electronically, at our corporate website,
www.marketaxess.com under the heading Investor Relations — Corporate Governance — Reporting Concerns —
Confidential Ethics Web Form. ‘ :

Director-compensation

OurBoard of Directors recorimends; reviews and oversees the compenisation, including equity awards, for
our non-employee directors. All directors, other than Mr. McVey, are regarded as non-employee directors.
Mr. McVeéy receives no additional compensation for his service as a director. Each non-employee director
receives an annual cash retainer of $50,000. The Lead Independent Director receives a supplemental annual
retainer of $15,000 and the chairs of the Audit, Compensation, Nominating and Corporate: Governance, and
Investment Committees receive a supplemental annual retainer of $15,000, $10,000, $7,500 and $5,000, ..
respectively. In addition, each non-employee director receives $1,500 for each meeting of our Board of Directors,
$2,000 for each meeting-of the Audit Committee, and $1,000 for each meeting of the Compensation Committee,
the Nominating and Corperate Governance Committee, the Investment Committee and the Mergers and
Acquisitions Committee that the director attends. In July 2012, we granted 2,553 shares of restricted stock to
each non-employee director: One-half of the award vested on November 30, 2012 and the balance vests on .
May 31, 2013. These awards were made under the, Company’s 2012 Incentive Plan. The number of shares of
restricted stock granted was determined on the date of grant by dividing the $80,000 equity grant value by the.
closing price of our Common Stock. We expect to continue to compensate our non-employee directors with a
combination of cash and equity awards.

The Company and the Board of Directors believe that equity-based awards are an important factor in
aligning the long-term financial interest of the non-émployee directors and stockholders. As such, in October
2007 the Board of Directors adopted stock ownership: guidelines for the non-employee directors. These
guidelines, which were most recently revised in November 2012, require that non-employee directors hold not
less than a number of shares, of Common Stock equal in-value to three times the annual base cash retainer
payable to a director, calculated using the average price of our Common Stock in the ten trading days up to and
including November 8, 2012 ($30.77), the effective date of the revised policy. The designated level of ownership
must be maintained throughout the non-employee director’s service with the Company. All shares of Common
Stock beneficially owned by the director, including shares purchased and held personally, vested and unvested
restricted shares, vested and unvested restricted stock units, settled pérformance shares, and shares déferred
under a non-qualified deferred compensation arrangement, count toward the minimum ownership requirement;
vested and unvested stock options are excluded. Currently, five of the non-employee directors are in compliance
with the Company’s stock ownership guidelines. Mr. Sullivan, whose appointment to the Board took effect on
March 13, 2012, must comply with the revised guidelines not later than March 13, 2017, and Mr. Begleiter,
whose appointment to the Board took effect on April 18, 2012, must comply with the revised guidelines not later
than April 18, 2017; each director is expected to be in compliance within the required timeframes. Directors are
also required, for a period of six months following his or her departure from the Board, to comply with the
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provisions of the Company’s Insidér Trading Policy that,’ among other things, prohibit trading in the Company’s
securities during any trading blackout period.

The Compensation Committee ‘currently directly retains the services of Grahall LLC (“Grahall”) as its
independent compensation consultant, which reports directly to the Compensation Comniittee. Grahall conducts
an annual review of director compensation levels, and a bi-annual review of director pay structure and practices,
and in each event; shares the results of those reviews with-the Compensation Committee. The Compensation
Committee then submits any propesed changes in pay level or program structure to the full Board for its
consideration, and- 1f appropnate approval ‘ :

Dlrector compensatlon for fiscal 2012

Fees Earned or IR

i o . . Paid in Cash Stock Awards = Total
Name U e . ®) O )
Steven L. Beglelter.....‘» ........... i, ... o 25333 80,011 105,344
Dr. Sharon Brown-Hruska . ....... SRR 65,500 180,011 145,511
Roger Burkhardt . ... ......oooueee e 66,000 80,011 146,011
Stephen P. Casper . .. . ..o vt e, 80,125 80,011 160,136
‘David G.'Gomiach ... ... ... ... PP L 87,000 80,011 167,011
Carlos M. Hernandez . . ....... S " 65,500 80,011 145,511
Ronald M. Hersch ... ... .uuvenens s 90375 80011 170,386
Nicolas S. Rohatyn . . T 50,833 — 50,833
John Steinhardt . . ... .oovneee e 87,000 80,011 167,011

James J. Sullivan -. .. .. S ACRRRE AR TE ST R - - 36,167 . . 80011:. . 116,178

1) The amounts represent the aggregate grant date farr value of stock awards granted by the Company in 2012 computed in accordance w1th .
FASB ASC Topic 718. For further information on how we account for stock-based compensation, see Note 10 to the consolidated
financial statements included in the Company’s Annual Report on Form 10-K for the year ended December 31 2012 ﬁled with the SEC
on February 21, 2013.

(2) The table below sets forth information regarding the aggregate number of stock awards and the aggregate number of option awards

. outstanding at the end of fiscal year 2012 for each non-employee director: :

Aggregate Number .  Aggregate Number
of Stock Awards of Option Awards

Outstanding at Outstanding at

Fiscal Year End - Fiscal Year End
. R ; . v ® @
Steven L. Begleiter ................. e A S W v —
Dr. Sharon Brown-Hruska'............. T A 1,277 - =
RogerBurk.hardt ...... 1,277 o _
Stephen P. Casper ................. 1277 29912
David G. Gomach ................ B L 1,277 24,912
CarlosM.Hemandez . ............ccooiiineiieenninnnnnnn. 1,277 . 3,187
Ronald M. Hersch ......... T O 1,277 . 29912 .
Nicolas S. Rohatyn . ....... e s e e e E e e e e — 38246
John Steinhardt . ... .. e e e U A 1,277 : -29,912
James Sullivan ....... il i e <1277 0 —
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PROPOSAL 2 — RATIFICATION OF SELECTION OF INDEPENDENT REGISTERED PUBLIC
ACCOUNTING FIRM

The Audit Committee of our Board has appointed the firm of PricewaterhouseCoopers LLP (“PwC”) as our
independent registered public accounting firm to audit eur consolidated financial statements.for the year ending
December 31, 2013, and the Board is asking stockholders to ratify that selection, Although current law, rules and
regulations, as well as the charter of the Audit Committee, require our independent registered public accounting
firm to be engaged, retained and supervised by the. Audit Committee, the:Board considers.the selection of our
independent registered public accounting firm to be an important matter of stockholder concern-and considers a
proposal for stockholders to ratify such selection to be an important opportunity for stockholders to provide
direct feedback to the Board on an important issue of corporate governance. In the event that stockholders fail to
ratify the appointment, the Audit Committee will reconsider whether or not to retain PwC, but may ultimately
determine to retain PwC as.our independent registered public accounting firm. Even if the appointment is
ratified, the. Audit Committee, in its sole discretion, may direct the appointment of a different independent -
registered public accounting firm at any time during the year if the Audit Committee determines thatsuch a
change would be in the best interests of the Company and its stockholders.

Your vote

Un]ess proxy cards are otherw1se marked, the persons named as proxies will vote FOR the ratification of
PwC as the Company’s independent registered public accounting firm for the year ending December 31, 2013.
Approval of this proposal requires the affirmative vote of the holders of a majority of the outstanding shares of
Common Stock presentin person or represented by proxy and entitled to vote on the proposal. -

Board.recommendation

THE BOARD UNANIMOUSLY RECOMMENDS THAT YOU VOTE “FOR” RATIFICATION OF
PWC AS THE COMPANY’S INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM FOR
THE YEAR ENDING DECEMBER 31,2013.

Information abdut our independent régistered pubiié accounting firm “

PwC has audited our consolidated financial statements each year since our formation in 2000.
Representatives of PwC will be present at our Annual Meeting, will have the opportunity to make a statement if
they desire to do’so, and will be available to respond to appropriate questions from stockholders.

In 2011, the Company, in the ordinary course of its business, entered into a bulk data agreement with PwC
for the purpose .of supporting valuation conclusions reached by PwC in the normal course of PwC’s audit and
other work for its clients. Pursuant to the agreement, the Company provides bond pricing data to PwC on terms
consistent with the terms of similar data sales agreements entered into by the Company. The aggregate annual
cost of the services is $200,000. Prior to entering into the agreement, the Audit Committee evaluated the effect of
such agreement on the independence of PwC and concurred with the opinion of the Company and PwC that the
arrangement constitutes an “arm’s-length” transaction that would not affect PwC’s 1ndependence

Audit and-other fees

The aggregate fees billed by our independent registered public accounting firm for professional services
rendered in connection with the audit of our annual financial statements set forth in our Annual-Report on
Form 10-K for the years ended December 31, 2012 and 2011 and the audit of our broker-dealer subsidiaries’
annual financial statements,.as well as fees paid to PwC for tax compliance and planning and other services, are
set forth below.

Except as set forth in the following sentence, the Audit Committee, or a designated member thereof, pre-
approves 100% of all audit, audit-related, tax and other services rendered by PwC to the Company or its
subsidiaries. The Audit Committee has authorized the CEO and the Chief Financial Officer to purchase permitted
non-audit services rendered by PwC to the Company or its subsidiaries up to and including a limit of $10,000 per
service and an annual limit of $20,000.
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Immediately following the completion of each fiscal year, the Company’s independent registered public'
accounting firm shall-submit to the Audit Committee (and the Audit Committee shall request from the independent
registered public accounting firm), as soon as possible,‘a formal written statement describing: (i) the independent
registered public accounting firm’s internal quality-control procedures; (ii) any material issues raised by the most
recent internal quality-control review, peer review or annual 1nspect1on by the Pubhc Company Accountmg
Oversight Board of the mdependent reg1stered pubhc accountlng firm, or by any inquiry or mvestrganon by
governmental or profess1onal authorities, w1thln the preceding five years, respectmg one or more mdependent audits
carried out by the independent registered pubhc accounting firm, and any steps taken to deal with any such issues;
and (iii) all relationships between the 1ndependent registered public accounting firm and the Company, 1nclud1ng at
least the matters set forth in Independence Standards Board Standard No. 1 ( Independence Discussion with Audit
Committees), in order to assess the 1ndependent reg1stered pubhc accountmg ﬁrm s 1ndependence ’

Immed1ate1y followmg the completlon of each ﬁscal year the 1ndependent registered pubhc accounting firm
also shall subrmt to the Audit Committee (and the Audit Comnnttee shall request from the independent registered
public accounting firm), a formal written statement of the fees billed by the 1ndependent registered public
accounting firm to the Company in each of the last two fiscal years for each of the following categories of
services.rendered by the independent registered public-accounting firm::(i) the audit of the Company’s annual
financial statements and the reviews-of the financial statements included in‘the Company’s Quarterly Reports on
Form 10-Q or services that are normally provided by the independent registered public accounting firm in .
connection with statutory and regulatory filings or engagements; (ii) assurance and related services not included
in clause (i) that are reasonably related to the performance of the audit or review-of the Company’s financial -
statements, in the aggrégate and by each service; (iii) tax compliance,tax advice and tax planning services, in the
aggregate and by each service; and (iv) all other products and services rendered by the independent registered:
pubhc accountmg firm, in the aggregate and by each serv1ce

: Set forth below is information regardmg fees pa1d by the Company to PWC durmg the flscal years ended
December 31,2012 and 2011. P . :

Fee Category * N R ' : 2012 2011 ‘
Audit Fees(1) ........... e $1 195279 $ 981,639
Audit Related Fees .................00....... Sl 223000 ¢ 20,000
ATLOher FEes . ... ..ol e i 3503 359
Total ...... TR PRI N SR S SRR $1421 872 $1,005,232

(1) The aggregate fees mcurred include amounts for the audit of the Company s consohdated ﬁnancral statements (mcludmg fees for the audrt
of our 1ntema] controls over ﬁnancra.l reportmg) and the audit of otir broker-dealer subs1d1ar1es annual financial statements.

Notwithstanding anything to the contrary set forth in any of our previous or future filings under the Securities
Act of 1933 or-the Securities Exchange Act of 1934 that might incerporate.this Proxy Statement or future filings
with the SEC,in whole or in part, the following report shall.not be deemed to be: “soliciting material” or “filed”
with the SEC and shall not be deemed to be incorporated by reference into any such filing.

REPORT OF THE AUDIT COMMITTEE OF THE BOARD OF DIRECTORS

The: Aud1t Committee currently consists of Messrs. Gomach-(Chair), Casper and Hersch. Each méember of the”
Audit Committee is independent, as independence is defined for purposes of Audit Comimittee membership by the
listing standards of NASDAQ and the applicable rules and regulations of the SEC. The Board has determined that each
member of the Audit Committee is financially literate, in other words, is able to read @nd understand fundamental
financial statements, including the Company’s balance sheet, income statement and cash flow statement, as requ1red by
NASDAQ rules. In addition, the Board has determined that both Mr. Gomach and Mr. Casper satlsfy the NASDAQ
rule requiring that at least one member of our Board’s Audrt Comnnttee have past employment expenence in finance
or accounting, requisite professwnal ceruﬁcatron in accountmg, or any other comparable experience or background

17



that results in the member’s financial sophistication, including being or having been a chief executive officer, chief
financial officer or other senior officer with financial oversight responsibilities. The Board has also determined that
both Mr. Gomach and Mr..Casper are. “financial experts” as defined by the SEC. . ; :

The Audit Committee appomts our. 1ndependent reglstered pubhc accounting firm, reviews the plan for and
the results of the independent audit, approves the fees of our mdependent registered public accounting firm, ‘
reviews with management and the mdependent reg1stered pubhc accounting firm our quarterly and annual
financial statements and our internal ‘accounting, ﬁnanc1al and disclosure controls, reviews and approves
transactions between the Company and its officers, d1rectors and affiliates, and performs ¢ other duties and
responsibilities as set forth in a charter approved by the Board of Directors. A copy of the Audit Committee
charter is available in the Investor Relations — Corporate Govemance sectlon of the Company s webs1te B

During fiscal year 2012 the Audlt Committee met eleven times, including five regular meetings. The
Company’s senior financial management and 1ndependent registered public accounting firm were in attendance
at such regular meetings. Following each of its regular meetmgs during 2012, the Audit Committee conducted a
private sess1on w1th the’ 1ndependent regrstered pubhc accounting ﬁrm without the presence of management

The management of the Company is responsible for the preparation and integrity of the ﬁnancml reporting
information and related systems of internal controls. The Audit Committee, in carrying out its role, relies on the
Company’s senior management; including particularly its senior financial management, to prepare financial
statements with integrity and objectivity and in accordance with generally accepted accounting principles, and
relies upon the Company’s independent registered public accounting firm to review or audit, as applicable, such
financial statements in accordance with the standards of the Public Company Accounting 0vers1ght Board
(United States) (“PCAOB”). o s :

We have reviewed and discussed with senior management the Company’s audited financial statements for
the year ended December 31, 2012, included in the Company’s 2012 Annual Report on Form 10-K. Management
has confirmed to us that such financial statements (i) have been prepared with integrity and objectivity and are
the responsibility of management and (i) have been prepared in conformity with generally accepted accounting
principles. '

In discharging our oversight responsibility as to the audit process, we have discussed with PwC the
Company’s independent registered public accounting firm, the matters required to be discussed by PCAOB
AU 380 Communication with Audit Committees, as currently in effect, which requires our independent registered
public accounting firm to provide us with additional information regarding the scope and results of their audit of
the Company’s financial statements, including: (i) their responsibilities under generally accepted auditing
standards, (ii) significant accounting pol1c1es (iii) management judgments and estimates, (iv) any s1gn1ﬁcant
accounting adjustments, (v) any dlsagreemen_ts with management and (vi) any dlfﬁcultles encountered in
performing the audit.

We have received the written disclosures and the letter from PwC requlred by applicable requirements of the
PCAOB regarding PwC’s communications with us concermng 1ndependence and have discussed with PwC their
independence. :

Based upon the foregoing review and discussions with our mdependent registered public accountmg firm
and senior managerent of the Company, we ‘have recommended to our Board that the financial statements
prepared by the Company’s management and.audited by its-independent registered public accounting firm be
included in the Company’s Annual Report on.Form 10-K for the year ended December 31, 2012, for filing with
the SEC. The Committee also-has appointed PwC as the Company s mdependent reg1stered pubhc accounting .
firm for the year ending December 31, 2013. .

" As spec1ﬁed in its Charter, it is not the duty of the Aud1t Coinmittee to plan’or conduct audits or to
determine that the Company’s financial statements are complete and accurate and i in accordance with generally
accepted accounting principles. ‘These are the respon81b111t1es of the Company s thanagement and independent
registered public accounting firm. In discharging our duties as a Committee, we have relied on (i) management’ s
representations to us that the financial statements prepared by management have been prepared with integrity and
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objectivity and in conformity with generally accepted accounting principles-and (ii) the teport of the Company’s
independent registered public accounting firm With respect to such financial statements. :
T " Subimitted by the Audit Commrttee of the
' Board of Drrectors
- David G. Gomach — _Charr
Stephen P. Casper .
Ronald M. Hersch

PROPOSAL 3 — ADVISORY VOTE ON EXECUTIVE COMPENSATION -

" In accordance Wlth the requirements of Section 14A of the Securities Exchange Act of 1934 (which was
added by the Dodd-Frank Wall Street Reform and Consumer Protection Act and the related rules of the SEC
(“Dodd-Frank’)), the Company is providing its stockholders the opportunity to cast an advisory vote on the
compensation: of its-named executive officers. This proposal; commonly known as a “say-on-pay’’ proposal, gives
the Company’s stockholders the opportunity to express their views on the named executive-officers’

compensation. We:will include an advisory vote on executive compensation on an annual basis at least until the
next shareholder advrsory vote on the frequency of such votes.

As described in'detail in the Compensation Discussion and Analysis below, the Company’s named
executive officer compensation program is designed to attract, reward and retain the caliber of officers needed to
ensure the Company’s.continued growth and profitability. The primary objectives of the program are to:

+*align and reward Company and individual performance and decision- makmg with stockholder value
creation and prudent risk management; - ;

o drive long-term growth objectives, thereby creating long-term value for our stockholders and

. prov1de rewards that are cost-efficient, equitable to our named executlve ofﬁcers and stockholders, and
competitive with organizations that compete for executives with similar skill sets, thereby encouragmg
high- potentral 1nd1v1duals with significant and unique market experience to build a career at the Company.

The Company s seeks to accomplish these goals in a manner that is aligned with the long—term 1nterests of the
Company’s stockholders The Company believes that its named executive officer compensation program
achieves this goal ‘with its emphasis on long-term equity awards and performance-based compersation, in
addition to short-term (annual) incentive awards, specifically cash incentives, which has enabled the Company to
successfully motivate and reward its named executive officers. The Company believes that its ability to retain its
current high-performing team of seasoned executive officers.is critical to its continuing financial success and that
its focus on the long-term interests of its named executive officers aligns with the interests of itsstockholders.

For these reasons, the Board recommends a vote in favor of the following resolution: -

“RESOLVED, that the compensation paid to the Company’s named executive officers, as disclosed in the
Company’s proxy statement for the 2013 Annual Meeting, pursuant to the compensation disclosure rules of the
Securities and Exchange Commission, including the Compensatlon D1scuss1on and Analys1s compensatlon
tables and narrative.discussion, is hereby APPROVE i :

As an advisory vote, this proposal is not binding upon the Company, our Board or our Compensation
Committee. Notwithstanding the advisory nature of this vote, our Beard and the Compensation Committee,:..
which is responsible for designing.and administering the Company’s named executive officer compensation
program, value the opinions expressed by stockholders in their vote on this proposal;-and will consider the
outcome of the vote when making future compensation decisions for named executive officers. The affirmative
vote of the holders of a miajority of the outstanding shares of Common Stock present in person or represented by
proxy and ent1t]ed to vote is requrred to approve this Proposal 3.

THE BOARD OF DIRECTORS RECOMMENDS A VOTE FOR THE APPROVAL ON AN
ADVISORY BASIS, OF THE. COMPENSATION OF THE COMPANY’S NAMED EXECUTIVE
OFFICERS AS DISCEOSED/IN THIS PROXY STATEMENT.
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SECURITY OWNERSHIFP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT

The following table sets forth certain information regarding the beneficial ownership of the Company’s
Common Stock as of April 9, 2013 by (i) each person or group of affiliated persons known by us to beneficially
own more than five percent of our Commen Stock, (ii) each of our named executive officers, (iii) each of our
directors and nominees for director and (iv) all of our directors and executive officers as a group.

The following table g1ves effect to the shares of Common Stock issuable within 60 days of April 9, 2013
upon the exercise of all options and other rights beneﬁc1a.11y owned by the indicated stockholders on that date.
Beneficial ownership is determined in accordance with Rule 13d-3 promulgated under Section 13 of the
Securities Exchange Act of 1934, as amended, and includes voting and investment power with respect to shares.
Percentage of beneficial ownership is based on 37,027,108 shares of Common Stock outstanding at the close of
business on April 9, 2013. Except as otherwise noted below, each person or entity named in the following table
has sole voting and investment power with respect to all shares of our Common Stock that he, she or it
beneficially owns.

Unless otherwise indicated, the address of each beneﬁc1al owner listed below i is clo MarketAxess Holdings
Inc 299 Park Avenue, 10th Floor, New York, New York 10171. %

" Number of
Shares . Percentage
Beneficially of Stock
_ Owned Owned
5% Stockholders ' : ,
Burgundy Asset Management Ltd.(1) ...... e e - 2,830,726 7.65% '
BlackRock, INC.(2). o v v deee e ienneenn et e i 2,722,264 7.35%
Janus Capital Management LLC(3) ........... ... .ooiiiiiiiin, 2,434,961 6.58%
The Vanguard Group(4).......... PN e 2,247,895 6.07%
Komnitzer Capital Management, Inc. (5) ....... PP e 2,196,806 5.93%
Wells Fargo & COmPany(6) . ..« -« .+ v vverveseseneaneanns e 2,185450  5.90%
. Named Executlvg Officers and Directors . : B o o ‘ 1
Richard M. McVey(7) ...... e e 1,501,223 4.00%.
'Steven L.Begleiter() ............... e R 2,553 *
Dr. Sharon Brown-Hruska(9) .............. e 10,346 *
Stephen P. Casper(,lO) .......... T R 61,331 *
David G. Gomach(11) ......... S A e Wi 61,161 *
Carlos M. Hernandez(12) ... .. oo v i v e dn it d et e e eeeeeaanas 17,711 *
Ronald M. Hersch(13) ......... e P S e 59,712 *
John Steinhardt(14) ......... e e PR e e 61,161 *
James J. Sullivan(8) ... PP 2,553 . *
Antonio L. DeLise(15) . . .. .. e DR 91,610 *
Nicholas Themelis(16) . . . . ..o e evnvuneree et eiennineeeeeeanns 131,099 *
All Executive Officers and Directors as a Group (11 persons)(17) e, 2,000,460 5.29%
* Less than 1%.

(1) Information regarding the numiber of shares beneficially owned by Burgundy Asset Management Ltd. was obtained from a
Schedule 13G filed by Burgundy Asset Management Ltd. with the SEC. The pnnmpal business address of Burgundy Asset Management
Ltd. is 181 Bay Street; Suite 4510, Toronto, Ontario M5J-2T3.

(2) Information regarding the number of shares beneficially owned by BlackRock Inc. was obtamed from a Schedule 13G filed by
BlackRock, Inc. with the SEC. The principal business address of BlackRock, Inc. is 40 East 520d Street, New York, NY 10022.

3) Information regarding the number of shares beneficially owned by Janus Capital Management LLC was obtained from a Schedule 13G
filed by Janus Capital Management LL1" with the SEC. The prmapal business address of Janus Capltal Management LLC is 151 Detroit
Street, Denver, CO.80206. .

(4) Information regarding.the number of shares beneficially owned by The' Vanguard Group was obtained from a Schedule 13G filéd by
The Vanguard Group with the SEC. The principal business address of The. Vanguard Group is 100 Vanguard Blvd., Malvern, PA 19353,
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(5) Information regarding the number of shares beneficially owned by Komnitzer Capital Management, Inc. was obtained from a
Schedule 13G filed by Kornitzer Capital Management, Inc. with the SEC. The principal business address of Kornitzer Capital
Management, Inc. is 5420 West 61st Place, Shawnee Mission, KS 66205. .

(6) Information regarding the number of shares beneficially owned by Wells Fargo & Company was obtained from a Schedule 13G filed by
Wells Fargo & Company with the SEC. The pnnc1pa1 business address of Wells Fargo & Company is 420 Montgomery Street, San
Francisco, CA 94104.

(7) Consists of (i) 923,903 shares of Common Stock owned 1nd1v1dually, (11) 45,332 shares of unvested restricted stock; and
(iii) 531,988 shares of Common Stock issuable pursuant to stock options granted to Mr. McVey that are or become exercisable within
60 days. Does not include (x) 418,505 shares of Common Stock issuable pursuant to stock optlons and deferred restncted stock units that
are not exercisable within 60 days or (y) 4;167 performance shares. C

(8) Consists of (i) 1,276 shares of Common Stock owned individually; and (ii) 1,277 shares of unvested restricted stock.

(9) Consists of (i) 9,069-shares of CommonStock owned individually; and (ii) 1,277.shares of unvested restricted stock.

(10) Consists of (i) 30,142 shares of Common Stock owned individually; (ii) 1,277 shares of unvested restricted stock; and (iii) 29,912 shares:
of Common Stock issuable pursuant to stock optlons that are or become exercisable within 60 days.

(11) Consists of (i) 34,972 shares of Commori Stock owned' 1nd1v1dually, (i) 1, 277 shares of unvested réestricted stock and (111) 24 912 shares
of Common Stock issuable pursuarit to stock options that are ‘or become exercisable within 60 days.

(12) Consists'of ® 13,247 shares of Common Stock owned individually; (i) 1, 977 shares of unvested restricted stock; and (111) 3,187 shares

- of Commion Stock issuable pursuant to sfock’options that are or: become exercisable within 60 days Lo S

13) ‘Censists of (i) 28,523 shares of Common Stock owned individually; (ii) 1 277 shares of unvested restricted stock; and (iit) 29 912 shares'
of Common Stock issuable pursuant to stock options that are or:become exercisable within 60 days.

(14)" Consists of (i) 29,972 shares of Common Stock owned md1v1dua11y, (11) 1,277 shares of unvested restricted stock and (111) 29,912 shares
of Common Stock issuable pursuant to stock options-that are.or become exercisable within 60 days. :

(15) Consnsts of (i) 4,746 shares of unvested restricted stock; (ii) 75,000 shares of Common Stock issuable pursuant to stock options that are
or become exerc1sable ‘within 60 days; and (iii) 11, 864 shares of Common Stock owned by his spouse Does not mclude 2, 466
performance shares or39;361 restricted stock-units that aré unvested. : :

(16) Consists of (i) 44,114 shares of Common Stock owned in joint tenancy with his spouse; (ii) 11,071 shafes of unvested restt‘icted stock;
and (iii) 75,914 shares of Common Stock issuable pursnant to stock options that are or become exercrsable within 60 days. Does not
include 6,945 performance-shares or 26,100 restricted stock units that are unvested. - o

(17): Consists of (i) 1,128,358 shares of Common Stock; (ii) 71,365 shares of unvested restricted stock; and. (iii) 800,737 shares of Common
Stock issuable pursuant to stock options that are or become exercisable within 60 days. Does not include (i) 137,481 shares of Common |
Stock issuable pursuant to stock options that are not exerc1sable within 60 days; (ii) 33,538 performance shares that are unvested or
(111) 346, 485 resmcted stock units that are unvested
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EXECUTIVE OFFICERS

Set forth below is mformatmn concemlng our executlve ofﬁcers as of Apnl 9;2013.

Name : . Age“ _ " S ’ ’ Posmt)n

Richard M. McVey ................ 53 Chlef Executive Officer and Chairman of the Board
: - ‘ of:Directors ‘

Antonio L. DeLise ........ Seveia 51" Chief Financial Officer

Nicholas Themelis ................. " 49 Chief Information Officer

Richard M. McVey has been Chief Executive Officer ‘and Chairman of our Board of Directors since our
inception. See Proposal 1 — Electlon of Dzrectors — Dzrector mformatwn for a d1scussmn of Mr McVey’s
business experience. - o

Antonio L. DeLise has been Chief Fmanc1a1 Officer smce March 2010. From July 2006 untll March 2010,
Mr. DeLise was the Company’s Head of Finance and Accounting, where he was responsible for financial
regulatory compliance and oversight of all contrellership and accounting functions. Prior to joining us,
Mr. DeLise was Chief Financial Officer of PubliCard, Inc:, a designer of smart card solutions for educational and
corporate sites, from April 1995 to July 2006. Mr. DeLise also served as Chief Executive Officer of PubliCard
from August 2002 to July 2006, President of PubliCard from. February 2002 to July 2006, and a director of
PubliCard from July 2001 to July 2006. Prior to PubliCard, Mr. DeLise was employed as a senior manager with
the firm of Arthur Andersen LLP. from July 1983 through March 1995. :

Nicholas Themelis has been Chief Informatlon Ofﬁcer since March 2005. From June 2004 through February
2005, Mr. Themelis was the Company s Head of Technology and Product Delivery. From March 2004 to June
2004, Mr. Themelis was the Company’s Head of Product Delivery. Prior to joining us, Mr: Themelis was a
Principal at Promontory Group, an investment and advisory firm focused on the financial services sector, from
November 2003 to March 2004. From March 2001 to August 2003, Mr. Themelis was a Managing Director,
Chief Information Officer for North America and Global Head of Fixed-Income Technology at Barclays Capital.
From March: 2000 t6 March 2001, Mir; Themelis was the Chief Technology Officer and a member of the board of
directors of AuthentiDate Holdings Corp., a start-up focused on developing leading-edge content and encryption
technology. Prior to his tenure at AuthentiDate, Mr. Themelis spent nine years with Lehman Brothers, ultimately
as Senior Vice President and Global Head of the E-Commerce Technology Group.
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COMPENSATION DISCUSSION AND ANALYSIS

The Compensation Discussion and Analysis (“CD&A”) explains our pay for performance methodology and
describes and analyzes our compenSatlon programs and practices. The CD&A details the specific amounts of
compensation paid for fiscal year 2012 to Mr. McVey, our Chief Executive Officer and Chairman of the Board,
Mr. DeLise, our Chief F1nanc1al Ofﬁcer (“CF 0”) and Mr. Themehs our Chief Information Officer (“CIO”)
(collectxvely, “NEOs”)

Executwe Summary
2012 Pelformance

Our orgamc growth initiatives resulted in increased variable transactions fees, which was the main driver
behind the Company s fourth sequential year of record revenue and earnmgs growth. H1gh11ghts of our financial
performance dunng 2012 mclude the followmg

« Revenues: For the fourth consecutlve year annual evenues reached an all-time high, mcreasmg to more
than $198 million, up over 9% from $181 million in 2011.

* Operating Income: Record operating income for 2012 of $86.7 million, up over 10% from:$78.7 million
in 2011.

Ce Earmngs per share AdJusted eammgs per share (“EPS’ ) mcreased 17 5% to an all-time high of $1 41 in
2012 from $1.20 in 2011. :

" e Stock Przce ‘The Company s stock closed at $35. 30 at the end of 2012, up over 17% from $30.11 at year-
end 201 1.

. Tradmg Voiume Total tradrng volume 1ncreased -over 12% to $59O billion in 2012 from $525 b1111on in
2011.

* Market Share: Our estimated U.S. high- grade trading volume market share increased to 13.6% in the -
fourth fiscal quarter of 2012 from 12.2% in the fourth fiscal quarter of 2011, and our full-year estimated
_market share for ﬁscal 2012 increased to 12.4% versus 11.1% for fiscal 2011.

* Relative: Performarice: For 2012, we outperformed all of the members of our peer group (see How We
Determine Pay Levels — Peer Group below) in year-over-year EPS, earnings before interest, taxes,
depreciation and amortization ‘(“EBITDA"’) and share price growth. Further, for 2012 we ranked: _

* in the 80% percentile vis-a-vis our peer group in regard to year-over-year revenue and operating income
growth;

. ﬁrst in 12—month total stockholder return (“TSR ”); and

. second in total stockholder value created (as4 measured by the year over year increase in market
caprtahzatron) :

How 2012 Performance Affected Executive Compensation

* Based on our cash accruals, market data and goal of increa‘singi the long-term incentive component of our
- NEOs’ compensation, we reduced the annual cash-incentive payments to the NEOs by 12% to
$3 55 rmlhon from $4. 050 million in 2011 (see Annual Vartable Performance Awards Payable in Cash
below). - .

* As aresult of an increase in the value of the equity awards granted to the NEOs in 2012 Total Direct
Compensation (“TDC’ ) remained relatrvely flat for 2012-vs. 2011 (see Total Direct Compensatzon
below). - ; , . . _

* While operating income reached record levels for the fourth consecutive year in 2012, we were slightly
short of our internal goals for 2012, achieving 97% of our targeted performance. Accordingly, our

. performance-based awards paid out92.5% of the targeted award amount for 2012 (see Long-tenn
Incentives — Equity-based Awards). ,
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Changes/Key Actions in 2012

1In 2012, the following changes/key decisions with respect to our executive management and rewards
architecture were implemented to assure that the program continues to balance rewards and retention of our key
exectitives with the short-term and long- term 1nterests of our stockholders

* Annual Incentive Deszgn — We contlnued to manage profitability and increase operating margins by
reducing the Variable Accrual (defined below) used to fund the annual incentive pool (see Annual
Variable Performance Awards Payable in Cash below); and

o Increased Performance-Share Minimum and Pay-Out Criteria — We increased the minimum-amount of
performance share equity that must be elected by the NEOs under the Flex Share program to 35% in 2012
from 30% in 2011 and 20% in 2010 We also decreased the ups1de leverage in the Flex Share program
design by increasing the performance threshold requ1red to attain a maximum payout from 120% of target
performance to 130% of target performance assuring enhanced pay-for-performance alignment between
stockholders -and the results of our operations for fiscal 2012 (see Flex Share Program below).

Advisory Vote on Executive Compensation

At our 2012 Annual Meeting of Stockholders, 92.5% of the votes cast on the non-binding advisory vote on
executive compensation proposal were in favor of our NEO compensation as disclosed in the proxy statement for
the 2012 Annual Meeting of Stockholders. In evaluating the compensation of our NEOs for 2012, -the -
Compensation Committee reviewed these final vote results and took into consideration the strong support of our
stockholders for our compensation policies. Although it determined that no changes to our executive
compensation policies were necessary, the Compensation Committee continues to revrew our NEO compensation
program and the' compensation goals set forth in the CD&A. :

Overview of Compensation Objectives and Strategy for Our NEOs

Our NEO pay philosophy is tied to our belief that compensatron should d1rect1y correlate with business
results, including financial business results; Our executive compensation program is designed to attract, reward
and retain the caliber of executives we need to ensure our contmued growth and proﬁtabrhty The program s
primary objectlves are to: »

« align and reward Company and individual performance and dec1s1on making with stockholder value
-creation and prudent risk management;

+ drive long-term growth objectives, thereby creating long-term value for our stockholders; and

* provide rewards that are cost-efficient, equitable to both our NEOs and stockholders, and competitive with
organizations that compete for executives with similar skill sets, thereby encouraging high-potential
individuals with significant and unique market experience to build a career at the Company.

We have certain unique operating characteristics that directly impact our compensation philosephy and the
way we attract, reward and retarn key management talent:

* We are a hybrid company whose NEOs must combrne an expertlse of the ﬁxed—rncome securities market

- with the knowledge and ability to create, implement and deliver technology-driven market solutions.
Accordingly, we compete with the financial services industry and the software development industry for
executive talent

» We are a relatively small company with low overhead in support positions and maintain a relatively flat
organization; therefore, our NEOs must have the ability and desire to manage tactical details and
effectively communicate with and lead broad teams of employees across all levels of the organization.

* We are unique in the financial technology market as no other publicly traded company solely and directly
competes with us. Therefore, our NEOs must be innovative as they help set the Company s direction and
determine the role it plays in the financial markets.
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We believe that continuity of the leadership team benefits the Company. As such, we promote long-term
commitments from our NEOs. The Compensation Committee takes into consideration that other organizations,
such as broker-dealers, maintain compensation structures that exceed what we can afford to pay or what might be
reflected in a typical review of industry pay levels for executive-level positions. The Compensation Committee
attempts to mitigate this upward pressure on executive pay by focusing on managing our aggregate compensation
and benefits expense expressed as a percentage of our total annual revenues (“C&B Ratio”), thus improving the
Company’s overall profitability (please refer to the discussion about our C&B Ratio below in How We Determine
Pay Levels). Further, the Compensation Committee believes that market changes and regulatory reform (such as
the ongoing regulatory changes resulting from Dodd-Frank) have created new and increased demand for the
expertise and skills of our NEOs. :

- To support these objectives, we provide our NEOs with a mix of both short-term incentives (base salary and
performance-based annual awards) and long-term (three- to five-year) equity incentives. The value realized by
our NEOs from our equity incentive awards depends primarily upon our performance and growth in our stock
price and the vesting schedules and performance.goals attached reinforce our long-term, performance based
orientation.

Role of the Compensation Comnlittee
General

The compensation programs for our NEOs are administered by the Compensation Committee with
assistance from management and our independent compensation advisors. The Compensation Committee reviews
all components of remuneration :and decides which elements of compensation, if any, should be adjusted or paid
based on corporate and individual performance results and competitive benchmark data. This approach supports
our “pay for performance” culture and our intention to offer compensation that is highly correlated with each
NEO’s individual responsibilities and performance, corporate financial performance and return for stockholders.
The Compensation Committee:

* has developed and continually reviews and revises our NEO compensation policies and beneﬁts strategy
and provides guidance for the 1mplementat10n of those policies and strategies;

. determlnes and tecommends to the Board the amounts and elements of compensatlon for Mr. McVey, and

. works closely with Mr. McVey in recommending to the Board the amounts and elements of compensation-
for our other NEOs. - ‘

The Compensation Committee’s function is more fully described in its Board-approved charter, which is
available on our corporate website at www. marketaxess com under the Investor Relations — Corporate o
Governance-caption. ‘

. In performing its duties, the Cornpensatio_n Committee:

* annually reviews competitive compensatlon data, recent compensation trends and any other relevant
market data obtdined by the compensation consultant;

* reviews. all compensatlon including equrty holdrngs (both vested and unvested amounts) eamed by each
NEO;

* consults with the compensation consultant regarding market data and the full Board regarding .
performance data when considering decisions concerning Mr. McVey’s compensation; and

- » considers the récommendations of Mr. McVey relating to performance and the compensatron consultant
relating to market data and compensatlon trends when cons1der1ng de01s1ons concetning the compensatlon
of our other NEOs. k o
_All-compensation decisions related.to cash incentives or equity grants for our,NEOs are determined by the
Compensation Committee and ratified by the Board.
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Use of Outside Advisors

In making its determinations w1lh respect to compensation of our NEOs, the Compensation Committee
currently retains the services of Grahall as its independent compensation consultant, which reports directly to the
Compensation Commutee During 2012, Grahall prov1ded the followmg services with respect to NEO
compensation: - y S .

* Pay Analysis — Reviewed and benchmarked competltlve market pay levels and conducted retentlon o
analyses with respect to 2012 compensatlon for otir NEOs; '

* Proxy Disclosure — Assisted in the preparation of the Company’s CD&A included in the - Proxy statement
for our 2012 Annual Meeting of Stockholders;

o Share Ownership Guidelines — Assisted management and the Compensation Committee in the oversight
- of our ongoing share ownership guidelines applicable to our NEOs and certain other senior employees and
members of the Board; and -

» General Advice — Provided other compensation-rélated recommendations and performed other services,
including providing advice regarding regulatory and advisory compliance issues, the design and
management of our annual incentive plan, and the Company’s equity awards and usage of authorized
shares (i.e., “burn rate”), as well as an ongoing review and composition of our peer group (as discussed’
below in Peer Group).

Grahall also provided services during 2012 relating to the cpmpensation of our directors as discussed above
in Dzrector Compensation. ..

.. The Compensation Committee has the authonty to retain, terminate and set the terms of the relationship
with any outside advisors who assist the Compensation Committee in carrying out its responsibilities.

Hoi& We Determiné PayLéve.ls

We have a formal semi-annual planning, goal-setting and feedback process that is integrated into the
compensation program, creating alignment among individual efforts, our corporate results and the financial
awards that are realized by our NEOs. In addition, the NEOs and other senior managers meet.regularly to update
corporate goals and initiatives based on corporate performance, changes in market conditions and potential new
market opportunities. Individual strategic goals and objectives will change as a result of new or changed
corporate initiatives..

For fiscal 2012, Grahall worked with Mr. McVey and our other managers to gather pertinent Company
information, including employee and officer listings, corporate financial performance and the budget for equity
grant expense. Grahall 1ndependent1y researched the performance and pay practices of a targeted peer group of
financial services and financial technology companies, as well as a broader group of financial services companies
relatively similar in size to us based on market capitalization, annual revenues and assets. In addition to the peer
group, for the first time in 2012, the Company also used data from a proprietary database maintained by Grahall
that aggregates compensation data for NEOs employed at over 50 financial services companies, based on
similarity in annual revenues, market capitalizations and assets levels. This additional market data was used to
augment the peer group data for each of the CEO, CFO and CIO positions. We then benchmarked our NEOs’
fixed and'variable compensation against each of these data sources, as well as other available market ‘
information.

Given our unique position in our industry, we believe that reviewing benchmark data is a vital part of the
process by which the Compensation Committee determines relevant pay ranges and TDC. We augment this
research with applicable financial services and financial technology survey data to validate compensation levels
and pract1ces and develop a general understandmg of how our compensation practices and programs compare to
our industry and the general market. Grahall uses this information to assist in preparing recommended pay ranges
and presents them to the Compensation Committee for its consideration and approval. Moreover, as part of our
standard methodology to help ameliorate the volatility that can occur during any particular compensation year —
particularly in the financial services and financial technology industries — Grahall aggregates data over multiple
years, with an emphasis on the most recent periods. In addition, the Compensation Committee considers our
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corporate financial performance (year-over-year growth); each NEO’s role, responsibilities, expertise, - *
institutional knowledge and performance; development and achievement of corporate strategic goals; the level of
competmon that exists within the market for a given position; and the NEO’s contribution to corporate financial
performance. There i isno numencal or fixed formula to welght these items from year to year,

In determining incentive pay levels for our NEOs the Compensatton Committee also assesses the 1mpact of
the proposals on our targeted C&B Ratio. The Compensation Comnmittee beheves focusing on the C&B Ratio is
both appropriate and typical in the financial services industry, as it proyrdes a highly relevant and normalized
data point regarding the efficiency of our compensation programs..Since the. NEOs’ annual incentive payments
are a component of aggregate compensation expense; the Compensation Committee reserves the right to reduce
the NEOs’ incentives:to reduce the C&B Ratio if our C&B Ratio is high relative to our peers or exceeds our i s
internal target. As an-ongoing long-term goal is to improve operating margins and stockholder returns, the
Compensation Committee has and will continue to pursue a reduction of the C&B Ratio, which declined almost a
full percentage point from 2011 to 2012.

After consideration of the foregoing factors, the Compensation Committee determinies each NEO’s TDC
level within the appropriate range. The Compensat1on Commlttee then determmes an ideal “pay mix” — the
relative amount of TDC for each NEO that should be dehvered as base salary, annuial cash incentives and Iong-
term equity incentive awards.

Peer Group :

We use peer group information in setting ~corhpetitive market leyels,'-for the NEOs. The firms that best fit our
definition of a competitive peer are private firms for which financial results and compensation data are generally
unavailable: We therefore rély on comparisons'to a broader base-of public financial services and technology-:
companies. While they may differ from us in terms of size (whether measured by market capitalization or annual
revenues) and core business in that none provide the multi-dealer electronic frading platform for credit products
that we provide, they are the closest matches available to us in terms.of a comparable business model. Each
provides. technology solutions to the financial markets, and some prov1de electronic trading platforms similar to
ours, albeit in other asset classes. : S

At the direction of the Compensation Committee, its compensation,consultant performs an annual review of
companies for potential inclusion in our peer group, with priority given to companies that compete or can.- - .- .
compete with us for customers as well as executive or other employee talent, and whose operations involve.a- -
similar asset class or product offering. The consultant aigments this approach by consrdermg companies
mcluded in industry research reports prepared by investment advisors, “peers of peers’ (compames listed as peers
by our peers in their proxy statements) ‘and those listed as peers by stockholder advisory services. After
development of a list of companies, the consultant develops a subset of target peers and reviews public disclosure
regarding the business model being pursued by each company Th1$ allows us to assess alignment with our

industry and our strategic approach

PN
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Our peer. group for.2012 compnxsed the followmg firms:

Peer

—

MarketAxess Holdings Inc.:

BGC Partners, Inc. .
CBOE Holdings; Inc.
FX Alliance Inc. ;.-
Gain Capital Holdings
GFI Group Inc.

Interactive Brokers
Intercontinental Excharige,
Inc.

Investment Technology -
Group, Inc: -+ =~ *:

P2

nght Caﬁltal d@up, Tnc.
MSCI, Inc.

SWS Group, Inc.(2)

tr

Statws

Descrlptlon

_ Client Base

‘Products

Revenue

MarketCap

* Blectronic trading platform for the

. . trading of corporate bonds and other

Used in 2012

~ Usedin 2012

Used partial
yeat 201 2

Used in 2012 v der ¢
* services specializing in foréign

Used in 2012

- Used in 2012

Used'in 2012 -

Used in 2012

Used in 2012

Used in 2012

i jzxed income products

. Provides brokerage services to the ‘
" wholésale financial markets across a

broad array of products via voice,

“hybrid, and fully-electronic solutions.

Operation’of markets for the trading of

and optlons ‘on futures products,

" integrating électronic trading with

traditional trading.

. Global provider of electronic foreign
exchange trading solutions.

Global providei' of ox};lirie trading

exchange, precious metals, and
contracts-for-difference (“CFD”).
Provides wholesale brokerage and
clearing services, electronic execution
dnd trading support products for global

. »financial markets.

Automated global electronic broker and
market maker specializing in routing

.. orders, executing and processing trades
" in securities, futures, foreign exchange

instruments; bonds, and mutual finds:
Operator of global electronic futures
exchanges, over-the-counter markets,
derivatives clearing houses, and post-

i ¢ i “rrade services:
- Usedin 2012 -

Independent reseaich and execution
broket providing institutional liquidity,

. c.xecutlon serv1ces, analytlcal tools and

]propnetary research globally.

Prov1des access to capital markets and
electronic agency-based trading across

" multiple asset classes to -
* institutional clients and corporations.

Global provider of investment decision
support tools and analytics across
diverse markets, asset classes,
geographies, and clients.

Diversified financial services delivering
investment banking, commercial
banking, and related services to
institutional, corporations and
individuals. Also provides integrated
trade execution, clearing and account
processing services.

(1) Market Cap as reported on April 8, 2013
(2) SWS Year-End: June 29, 2012

Institutional

Institutional

Institutional

.. listed options contracts as well as futures: -,

Institutional
Institutional
and Retail

Institutional

Institutional

Institutional

TInstitutional

Institutional

and Corporate

Various,
including
Institutional

Various,
including
Institutional

Fixedilncome

Various

Listed options’

and futures

FX, Metals,

Fixed Income

and Equity

Various

Various

Equities

Various

Various .

Various

(°000’s)
$ 198.2

$1,767.0

$ 5123

$ 1519

$ 924.6

$1,192.5

$1,363.0

$ 504.4

$ 736.1

$ 950.1

$ 353.7

(000°s)(1)
$ 1,417.1

$ 9221

$ 4,787.6

$ 1517
°$ 3939

$ 689.7

$11,33‘1.2
$  391.0
$ 807.8
$-3,927.9

$ 2006

The 2012 peer group is substantially the same as the 2011 peer group except that the following companies
ceased to be members as they no longer file publicly available reports: LaBranche & Co., Inc., optionsXpress
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Holdings, Inc. and Tradestation Group, Inc. In addition, in August 2012 FX Alliance Inc. was acquired and
terminated its public filings at that time.

Performance Evaluations

Mr.

McVey — CEO

In assessing Mr. McVey’s performance, the Compensauon Comnuttee credited him with:

Leading the Company to achieve record fmancral performance and outperformance of growth relatrve to
our peer group;

Successfully chairing the Board to develop a strategy that focused on organic growth in our core busmess
resulting in achievement of record levels of trading volume, market share, revenues and operating income;

Driving the acquisition of Xtrakter (which closed on February 28, 2013);
Creadng opportunities for new trading protocols and revenue by developing a suite of opé'n trading initiatives;

Serving as an industry leader in response to the enactment of Dodd-Frank, providing thought leadership in
regard to rule-making and implementation both within the financial markets as well as with the regulators
in Washington, D.C.;

Effectively marketing a secondary stock offermg and estabhshmg a specml dividend thereby creating
stockholder value;. and :

Contmumg to retam and grow a strong base of well-respected large pubhc stockholders who are long-
term growth mvestors

M. DeLlse—CFO T

In determmmg Mr DCLISC s 2012 cash 1ncent1ve compensatlon the Compensation. Commlttee and
Mr. McVey focused on our corporate ﬁnanc1a1 perforrnance and credited him with:

Working closely with our busmess executl €s:in makmg favorable immediate and long-term financial
decisions, mcludmg the analysrs regardmg. evenue. synergles and long-term stockholder value creation
deriving from the Xtrakter acqursmon ’ \

Continued 1mprovernents in mternal and extemal ﬁnanc1a1 reportmg, wh1ch resulted in more detailed and
accurate, forecasts and shorter: tlmetables requlred for regulatory reportmg,

Ach1ev1ng a nonrecumng favorable income tax adJustment related to certam acquu'ed tax loss
carryforwards through hlS work with the U.S. tax authorrtles ' : ;

Effectlvely marketmg a secondary stock offenng and structunng a specml dlvrdend(thereby creatmg
stockholder value and o

Further strengthenmg the Company s relatlonshlp w1th analysts and 1nvestors and provrdmg them with
better tools for their analyses ' . e L, :

Mr. Themelis — CIO

As Mr. Themelis and his team are 1nstrumenta1 to our revenue in that they prov1de umque stable, world-
class technology to the credit markets, he was credited with:

Detailed due diligence of Xtrakter’s software apphcatlons and deployment processes and infrastructure;

Maintaining a highly stable and reliable tradlng apphcatron with doubled capacity and increased network
through-put capab111t1es

Six major software releases providing significant enhanced functionality to the platform, including new
technology for our new open trading protocols; and

Increasing operating income from our data and technology services business over 2011 levels.
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In'addition, Mr. Themelis was credited with working together with the Head of North American Sales in
running the day-to-day business for U.S. traded products, including instilling more discipline around metrics and
results management, thereby contributing to the Company’s overall growth and record results in 2012.

Pay for Performance Alignment — Realized Compensation

To assess our pay-for-performance alignment, the Compensation Committee and Grahall reviewed all
compensation realized (“Realzzed TDC”) by Mr. McVey relative to our TSR for the three-year period ended
December 31, 2011 (the most recent period possible at the time of filing this proxy statement) against our peer
group. As the Company has been a top performer in our peer group with regard to TSR for such three-year
period, the Compensation Committee and Grahall believe our pay-for-performance program created incentives

and delivered rewards that are effective and reasonable to both stockholders and our CEO.

The graph below compares the three year Realized TDC and the Company’s TSR -against our current peers
for this period on a percentlle basis. Allgnment is defined as pay and performance being within 25 percentile
points. The graph teflects three different zones as defiried below. As the Company has been a top performer
during this period against the: peer group; the Compensation Committee and Grahall believe:our pay. for -
performance has exhibited strong and shareholder-favorable alignment over this period. -

_Relative Petformgnce/_Cqmpensation 3 Year TSR (2009-2011)

. MarketAxess
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Additionally, we compare Mr. McVey’s TDC (base salary attributed to each fiscal year, cash and equity
award value granted at the end of the same fiscal year, and annual value of any multi-year / retention grants 'still
outstanding at the end of the fiscal year) to the Company’s stock price appreciation and in the context of the -
Company’s performance versus various indices for the five-year period ended December 31, 2012. Lastly, we
also compare Mr. McVey s TDC agarnst operaung 1ncome for the same five-year penod ended December 31
2012: . :
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Mr. McVey s TDC has- totaled $4 74 rmlhon in fiscal year 2007 $3 89 mrlhon in 2008 $4 695 million in
2009, $4.09 million in 2010, $6.087 million in 2011, and $6.0 million in 2012. The Summary Compensation
Table in Executive Co ation reflects the full grant value of the retention award granted to Mr. McVey in
2011. As stated above ‘the rules for the Summary Compensation Table, the €ompany applies the annual
value of any multi ds ilfstandmg at the end of the fiscal year to Mr M y’s TDC for the same year.

Tally Sheets

In 2012, with t srstance of Grahall the Compensation Committee-¢ ntmued 1ts use of “tally sheets” in
its review of compénsation levels for the NEOs. Tally sheets are summary feports, prepared hymanagement with
Grahall’s assistance, of historical compensation, financial results and equity holdmgs for each NEO. Because the
Company does not have extensive retirement benefits or other elaborate compensation programs, including
perquisites, under which significant value can be accumulated; the primary benefits of using tally sheets are to
provide historical perspective regarding the elements of pay for each NEO. The-Compensation Committee and
Grahall also used tally sheets to conduct sensitivity analysis to assess the vilue of eath' NEO’s forfeitable (due to
vesting and/or clawback rights) and non-forfeitable equity at different stock prices. In this way, the
Compensation Committee’s decisions reflect a more informed perspective regardmg prior equity grants and
incentive opportunities and consider the retention value of all existing awards as a whole For further discussion
of our equity-based awards, see Long-term Incentives — Equity-based Awarda below

Details of the Company’s compensation structure for our NEOs

Pay Elements — Overview

We utilize four main components of compensation for our NEOs: SRR
* Base salary that reflects the NEO’s role and respon51b111t1es expenence expertlse and md1v1dua1
performance;

« Atinual cash incentives that dre desrgned to reward ‘attainment of annual corporate ﬁnancral goals and
individual performance and whrch ﬂuctuate upward or downward as appropnafe based on actual
individual and corporate performance

* Equity incentives that are designed to tie NEO compensation to long-term stockholder value creation; and
* Other benefits that are provided to all employees, including healthcare benefits, life insurance, retirement
savings plans and disability plans.

3t



Additionally, we compare Mr. McVey’s TDC (base salary attributed to each fiscal year, cash and equity
award value granted at the'end of the same fiscal year, and annual’ value of any multi-year:/ retention grants still -
outstanding at the end of the fiscal year) to the Company’s stock price appreciation and in the context of the
Company’s performance versus various indices for the five-year penod ended December 31, 2012, Lastly, we
also compare Mr. McVey’s TDC agamst operatmg" come for the same ﬁve -year penod ended December 31,
2012: ‘ \ - :
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. Mr. McVey s TDC has totaled $4. 74 mﬂhon in flscai year 2007 $3 89 rmlhon in’ 2008 $4 695 million in
2009, $4.09 million in 2010, $6.087 million in 2011, and $6.0 million in 2012. The Summary Compensation
Table in Executive Compensation reflects the full grant value of the retention award granted to Mr. McVey in
2011. As stated abo ie rules for the Summary Compensation Table, th mpany apphes the annual
value of any M

vels for the NEOs. Tally sheets are summary reports p management with
Grahall’s assistance hlstoncal compensatlon financial results and equity holdmg or NEO. Because the
Company does not have extensive retirement benefits or other elaborate compensation programs, including
perquisites; under which significant value can be accumulated; the primary benefits of using tally sheets are to
provide historical perspective regarding the elements of pay for each NEO. The Compensation Committee and
Grahall also used tally sheets to conduct sensitivity analysis to assess the value of each NEO’s forfeitable (due to
vesting and/or clawback rights) and non-forfeitable equity at different stock prices. In this way, the
Compensation Committee’s decisions reflect a more informed perspective regarding prior equity grants and
incentive opportunities and consider the retention value of all existing awards as a whole. For further discussion
of our equity-based awards, see Long-term Incentives — Equity-based Awar "

its review of ¢

Details of the Company’s compensation structure for our NEOs
Pay Elements — Overview
We utilize four main components of compensation for our NEOs: .
¢ Base salary that reflects the NEO’s role and respon51b111tles expenence expert 'aﬁd individual
performance; ‘

> Annual cash- mcenuves that are de51gned to reward attainment of annual corporate ﬁnancml goals and
individual perfo/ ’ance and Wthh ﬂuctuate upward or downward as appropnate based on actual o
individual and corporate performance

* Equity incentives that are designed to tie NEO compensation to long-term stockholder value creation; and

o Other benefits that are provided to all employees, including healthcare benefits, life insurance, retirement
savings plans and disability plans.

31



is typical of pay practice structures in both the finiancial services market, including the broker-
i e development market within which we have historically competed for

certain paymems and benefit
Compdmy and our eiher NEOs are eli

ﬁzcers zmd xeculive. e?mpmsatsz{w Pormtml termination or change in f;onz,‘rol pa)me
additional del;aﬂ/. o

Whﬂs we understand that lower variability in compeﬁsaatmn through hlgher relative base saianffq may :
reduce risk-taking, we believe that appropriate levels of variable compensation tied toﬂcorperate results motivates
ur NFOS and promotes demsmn makmg thatis ahgned with the goals of our. stﬂckhol 5 A ower base offixed

'CFO” Compensatnon\and Benems Pmd’m
Respect to 2012 e

S Employer Paid .
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iven his position
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Pay Elements — Details -
Base Salary

Consistent with our compensation policy to carefully manage fixed expenses we do not provrde automatlc
annual salary increases, and we target our NEOs’ base salaries to levels significantly lower than the applicable
median base pay levels suggested by the benchmark data. We believe this offers the Company improved cost
control, as lower base salaries enable us to better manage fixed compensation costs, reduce benefits costs and
increase our emphasis on variable pay, which in turn results in improved alignment between our compensation
and our financial performance. Accordingly, the Compensation Committee believes that keeping base salaries
below market median'is an effective method to reinforce our pay-for-performance philosophy.

For 2012, we targeted the base salaries for our NEOs at approximately the 25t percentile of our market. For
2012, the Compensation Committee determined that to mairitain such level, Mr. McVey s base salary should be
increased from $400,000'to $500,000 per year, his first such increase srnce I anuary 1, 2006 No adjustments were
made for 2012 to the base salaries for our other NEOs. ¢

Annual Variable Performance Awards Payable in Caslr .

We maintain two annual cash incentive performance award plans. Messrs. McVey and Themelis, whose
compensation is subject to the hmrtatlons on deductibility under Section 162(m) of the Internal Revenue Code of
1986, as amended (the “Code”) and assocrated tax exclusions (see Impact of Tax Accountzng below), participate-
in our 2009 Code Section 162(m). Executrve Performance Incenuve Plan (as amended and restated effective.

June 7, 2012) (the “Petformance Incentive Plan™) whlch is structured in a manner rntended to meet the
requirements for.awarding ‘ perfonnance—based compensatlon” under Code Section l62(m) As CFO;,

Mr. DeLise’s compensation is not subJect to Code Section 162(m). Therefore, Mr. DeLise participates w1th the
rest of our employees in the annual cash incentive pool adopted vindef our 2009 Employee Pérformance Incentive
Plan (the “Employee Plan’), which is substantially similar to the Performance Incentive Plan other than with
respect to meeting Code Section 162(m) requirements.

L

Employee Plan

" For the 2012 performance year, the: Compensatlon Committee'set a maximum accrual rate for purposes of
funding the annual employee cash‘incentive pool under the Employee Plan (in which Mr. DeLlse parf:lcrpates)
(the “Employee Incentive Pool”); based on our operating income on a pre-incentive basis; as well as a dechnlng '
accrual rate that takes effect once the'Company meets or exceeds 110% of its operating income goal (the -
“Variable Accrual”). The Variable Accrual was based on our target financial plan, staffing plans and the -
aggregate amount needed to pay employees consistent with the median of market data. In 2012, the Variable
Accrual was set at 18.94% at plan and decreased by 0.5 percentage point for each 5% of over-achrevement after
110% of target performance was achieved (w1th stralght-hne interpolation between thresholds) (see.Annual
Incentzve Accrual Rates in the chart below), This was a change from 2011, when the declining accrual rate was,
0.5 percentage pomts for each 10% of over-achlevement beglnmng at 110% of plan This change supports the
Compensatton Commlttee s long-term objective to 1mprove operatmg margins by reducmg the C&B Ratio as the
Company grows its revenues and proﬁts e o

The Variable Accrual method strengthens the link to corporate ﬁnancral perfonnance and further ties NEO
and employee compensation to ﬁnancral results, while i insuring that an increasing amount of proﬁts from superior
financial performance is realized by our stockholders We believe that our approach to deterrmmng the annual - .-
incentive pool accrual rate creates a fan balance among (a) creatmg appropnate annual performance incentives to‘
retain and reward high performers ). .expense management, where any 1ncremental cash incentive expense is a
direct result of incremental financial out-performance thereby helpmg us to meet our ongoing objective of .
reducing our C&B Ratio, and (c) risk management, where payout percentages decrease when there is over-
achievement against target performance, thereby creating less additional incentive for short-term decisions for
short-term profit. Given that the Compensation Committee has the ability to apply negative discretion under the
Employee Plan and that base salaries are generally positioned significantly lower than the applicable median
market base pay levels, in 2012, similar to prior years, accruals were calculated based solely on operating income
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(i.e., profitability). Accordingly, there is no additional performance requirement or “hurdle rate” that-must be-
achieved prior to the accrual commencing.

. Below is the annual incentive accrual rate set for 2012:

. 2012 Anmuial Iéentive Accrual Rate -

Operating Income : - Maximum
Thresholds e SRR e o Accrual
0 110% 0 plan .o i 1894%
D10 = T15% et e i s et et e s e ete e e e . 18.44%
C115—120% .. P 17.94%
120 125% ...t e 17.44%
125 130% . e e e e 1694%
Every additional 5% increment . ...... e FRNEN -0.5%
Total decline at 120% overachievement ............... 1.0%
Total decline at 150% overachievement . ... ..... P 40%

For 2012; the Company did not exceed the tatgeted, pre-incentive, pre-tax operating income goal. Therefore,
the Coimpenisation Committee applied negative disctetion to reduce the bonuses payable in order to enable the
Company to meet its goals for operating income’and thé C&B Ratio. The final accrual rate for the Employee
Incentive Pool equated to 18:37%; which was slightly lower than the targeted rate and resulted in an aggregate
Employee Incentive Pool of $19.5 million. Despite record éamings, due to ‘a Variable Accrual rate that was
approximately 6 percentage points lower, the Employee Incentive Pool was lower in 2012 than in 2011.

. A s will be diséussed be,lbw; Mr. DeLise was awaideﬂ “a‘.bbayment of $650,000‘ under': the Employee Plan for -

Performance Incentive Plan

The incentive pool accrual for 2012 under the Performance Incentive Plan, in which Messrs. McVey and
Themelis were the only participants, (the “2012 Incentive Program”), was set at 15.75% of the corporate Variable
Accrual, down from 25% in 2011, with a maximum accrual of $3.938 million (the “NEQO Incentive Pool”). The
reduction is a result of fewer participants in 2012 than in 2011. There was neither any minimum (guaranteed)
accrual under the 2012 Incentive Program, nor any hurdle rate that needed to be satisfied before accrual
commenced. - ... ;. : T T

The maximium amount that could be edrned from the NEO Incentive Pool by Mr. McVey was 61% of the
maximum accrual (approximately $2.4 million) and by Mr. Themelis was 39% of the maximum accrual
(approximately $1.54'million). The Comperisation Committee believes these maximum levels are appropriate
based upon the individual and aggregate data it has reviewed and internal pay level considerations. The actual
percentage of the 2012 NEO Incentive Pool that may be edrned by a NEO remains subject to the Compensation
Commmittee”s discretion-to reduce the actual amount paid to each NEO. Any amount of the NEO Incentive Pool
not paid to the NEOs may be used to increase the size of the Employee Incentive Pool. - '

The Compensation Commiitteé believes limiting cash incentives as a result of the changes to the accrual
methodology for the Employee Incentive Pool and thé NEO Incentive Pool are consistent with the goal of
motivating plan participants without encouraging excessive risk-taking. We believe that our NEOs will be
appropriately rewarded by short-term inceritives and motivatéd to adopt a long-term perspective that aligns with
their equity holdings and Wwith our stockholders’ outlook: However, the Compensation Committee intends to
continue to review the NEO incentive compensation program design for future years.
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The table below shows a calculation of the NEO Incentive Pool:

. ) RS NEO. Incentlve Pool
) ) Variable (15.75% of Variable
Calendar Year 2012 o Financial Results Accrual(1) Accrual)
R . R (000’s) C000s)  (000%s)
Revenues ..........0.0..................... $198,204
EXDenses ....................... U $111,518
Operating Income (before taxes) ............. " $ 86,686 '
Variable Accrualand NEOPool ............. ' - 819,500 - .. $3,071
R . . e - - Maximum Allowable cer
Limitations by Officer — 2012 o _ Maximum Percentage * __ Based on Results Actual Pald
T Ty Ty
CEO ....... e, LT el 81873 $1,800
CIO ............ SR e 39% . 81198 $1100 -
Total ........................ e d e L Lo -$3,071 $2,900. -

(1) The Variable Accrual of $19.5 million reflects 18.37% of our operatmg income on a pre-incentive basis

. Asthe above table shows, negat1ve d1scret1on ‘was apphed to Messrs McVey s and Themehs payments
(a) to be consistent with the fluctuations of the Employee Incent1ve Pool (b) asa reﬂectron of the market data
and (c) to award a thher value in long-term incentive awards, thereby better ahgmng NEO pay with stockholder
value creatlon (see Long-term Incentzves — Equzty based Awards below) ’

Set forth below is a comparison’of the 2012 and 2011 performance awards pard to- the NEOs

Year-over-Year

. . SR - L i o ©.Tret o Percentage
Financial Comparison . iy 2011 Actual 2012 Actwal - . Change

: ‘ S . . . _ (000’s) - .. (000’s) .. . ;
Operating Income- . ......co.iive.on i i -$78733 $86,686 . 10.1%-
Adjusted EPS - . ....... A A ceiilie..s 8 CR20 $ 141 - :17.5%

) S ' ‘ N » " o ..? Year-over-Yearv
: ' : ' e ' : Percentage b

... Incentive Payments . - s T R 2011 Actual - 2012 Actual Change -

g T L o , (000°s)- .- - (000’S) S
(6 70 $ 2,050 - $ 1,800 12%
CRO . $ 700 $ 650 .. 7%
CIO .. e .. $ 1300  $ 1,100 @ -15%
Aggregate ..............oiiiiiiiii . 8 4050 $ 3550 -12%
Bonus Accrual ... ............. e $19,946  $19,539 2%

For 2013, the Compensatlon Conimittee has adopted a program under the Performance Incentrve Plan for
Messts. McVey and Themelis that is structurally similar to the 2012 Incent1ve Program The allocation of the
pool between Messs. McVey and Themelis changed' sl1ght1y, to 62% of the maximum pool fundmg allocated to’
Mr. McVey and 38% of the maximum pool fund1ng allocated to Mr. Themelis. This allows for the same
percentage change between 2012 actual cash bonus and 2013 targeted cash bonus (at plan) for both NEOs. Under
the 2013 NEO Incentive Pool, the accrual at plan would equal $3.15 million, while the maximum accrual is
$4.5 million. Messrs. McVey’s and Themelis’ respective maximum bonus opportunities are as follows:
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2013 Performance Incentive Plan— At Target . ........................ .. ... $3,150,000

2013 Performance Incentive Plan — Cap . ................coocoiiniinnn $4,500,000
T . 2013 Payments at 2013 Maximum
Cash Bonus Payments : Allocation Target* Payments*
) (°000’s) (’000’s) -
CEO .ottt i e e 62% $1,953 $2,790
1 (1 O 38% $1,197 - $1,710

*  Compensation Committee retains downward discretion

Long-term Incentives — Equity-based Awards

The Compensation Committee regularly evaluates the use of equity-based awards and intends to continue to
use such awards as part of designing and administering the Company’s compensation program. Equity awards
are generally granted to our NEOs annually and at the time of hire. Our policy is to grant all our annual equity
awards on January 15 (or the preceding business day if January 15 is not a business day). This insures that the
timing of any option grants and the setting of the exercise price, which is the closing price per share of our
Common Stock on the NASDAQ Stock Market on the date of grant (“Stock Price”), will not be subject to
manipulation.

The expected value of the annual equity awards to each NEO and grants to new executive officers is
approved by the Compensation Committee prior to grant and is part of the process in determining TDC for each
NEO. The actual grant amount (i.e., number of shares or options) is then approved by the Compensation
Committee on or before the grant date. The average closing price of our Common Stock for the ten business days
leading up to and including January 15 (or the preceding business day if January 15 is not a business day) is used
to convert the compensation equity value to shares. This average pricing methodology smoothes out any
significant swings in the Stock Price during the first business days of the new year.

In 2012, for performance in 2011, our NEOs were awarded equity-based awards in the form of restricted
stock units (“RSUs”) settled in shares of our Common Stock and performance shares. The awards serve as a
retention and long-term reward tool, helping to balance short-term cash incentive payments. For Mr. McVey, the
value of equity awards granted in 2012 was determined after considering a value of $625,000 that reflected a
portion of the annualized retention grants made to him in January 2011 in consideration for his entering into a
new employment agreement. Equity awards permit the Compensation Committee to increase retention of key
executives because a NEO only profits if he continues his employment with the Company and satisfies the
award’s applicable vesting period. Ultimately, the executive maximizes the value realized from the award when
the Company’s share price increases and loses relative value when the Company’s share price declines, providing
alignment with the Company’s stockholders. :

Flex Share Program

Equity awards are made pursuant to our “Flex Share” program that permits our NEOs to have input into the
composition of their equity compensation, subject to-a general framework and limitations imposed by the -
Compensation Committee. The Compensation Committee believes that the Flex Share program allows the
Company to deliver more individualized awards with greater perceived value to the NEOs without incurring
additional expense or accounting cost to the Company. In 2012, for performance year 2011, minimums for
annual grants were set at 35% for performance awards (up to 50%) and 50% of the remaining award value for
RSUs. NEOs could also have chosen to receive the balance of their award in RSUs or stock options (at a ratio of
one RSU to 2.3 stock options, such ratio set to equal the felatjvé accounting cost of each award component). All
NEOs elected to be awarded 35% of their award as performance shares, with the balance received as RSUs.

For 2012, the Compensation Committee required that at least 50% of each NEO’s remaining equity award
(after the performance share allocation) be designated in RSUs to increase the retention nature of the NEOs’
current equity holdings. The Compensation Committee also believes that RSUs promote a more balanced risk/
reward profile than stock options which, research suggests, may promote excessive risk-taking in search of
potential short-term results at the expense of long-term price appreciation. Due to their retentive nature, RSUs
were awarded to Mr. DeLise for his multi-year retention grant (see discussion below).
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Thie settlement of RSUs 1 may be deferred, which provides an added benefit of allowmg the NEO to mamtaln
additional upside leverage in our shates of Common Stock through delayed taxation. Generally, deferrmg RSUs -
has no impact on the vesting of the RSUs; except that the initial vesting date for an RSU deferred in'the year: of -
grant must occur at least 13 months after the grant date in accordance with Section 409A of the Code For the
2012 RSU grant, Mr: McVey elected to defer the settlement of his full award R

Under the Flex Share program our NEOs recelved the followmg number of shares on January 13 2012

Percentage Percentage
~ Total Value Allocated as v - Allocatedas <7 v o
: Granted Performance Shares Units ~ RSUs: " Units
CEO....0coviiieeeinnn. .. $2,300,000 35% 26,178  65% 48,616
CFO() .........cocociiiew $150000 - 35% o 1,707 - 65% 3,171
CFOQ) .....iovvin ool $ 100,000 - 0% N 100% -~ 32,520

‘_cro..'...'.‘...3.-'..:.'.; ..... ;_$ 500000 U35% 5691 - 65% 10569

(1) annual grant
(2) retention grant (see discussion below)

Our performance share award agreements provide for the grant of a target number of performance shares
(further detailed below) that are earned based on our achlevement durmg the apphcable performance penod ofa
level of pre-tax operating income per share of our Common Stock before payment of (a) cash i incentives for - .
perfonnance during the performance penod and (b) expenses 1ncurred in connection with the grant of all ,
performance share awards for the performance perlod For .each performance share earned (possrble outcomes
ranging from 0% to 150% of target), a participant receives one share of restricted stock that vests in equal 50%
installments on each of the second and third anniversaries of the, original performance share grant date. Certain
portions of the performance shares or the restricted stock may also vest upon certain terminations of a
participant’s employment, or after the occurrence of a qualifying change in control.

As discussed above, Code Section 162(m) does not allow the Company to take a tax- deducnon for
compensation in excess of $1 million per year paid to the chief executive officer and certain other NEOs unless it-
is performance-based. Code Section 162(m) defines performance-based awards as based upon performance goals
that have been approved by stockholders. Stockholder approval (or re- approval) of these performance goals is
required at least every five years. The performance goals for performance-based awards under the 2004 Stock
Incentive Plan had last been approved by stockholders in 2006 and expired at the Company’s 2011 Annual
Meeting. In January 2012, we determined that the performance awards granted to Messrs. McVey and Themelis: -
should continue to qualify for the performance-based exception under Code Section 162(m). Accordingly, in lieu
of performance share awards under the 2004 Stock Incentive Plan, on February 15, 2012, Messrs. McVey and
Themelis were granted performance awards under the Performance Incentive Plan, under which the performance _
goals were still in effect. These performance awards were structured to provide Messrs McVey and Themelis ~
with the same equlty value at the end of the performance period as they would have received had they been
granted the performance share awards in January 2012 under the 2004 Stock Incentive Plan, including vesting of
any restrrcted sharés received 50% on January 15, 2014 and 50% on January 15, 2015. Solely for measurement
purposes, the target cash award granted undér the Performance Incentive Plari was deemed invested durmg fiscal
year 2012 in 4 number of shares of the Company’s Common Stock (“Measurement Shares™) equal in value to the
amount of the target cash award using the ten-day average closing price of the Common Stock on January 13,
2012. On December 31,-2012, the value of the cash award was adjusted to an -amount equal to the value of the
Measurement Shares on that day. This adjusted value was then measured agalnst the level of achievement of the
performance goal (which is the same goal:as under the performance shares (detailed below)) to determine the, .
value of the earned award. The value of the award was then converted into a number of restricted shares-of .. - . -
Common Stock granted as “Other Stock-Based Awards” under the 2012 Stock Incentive Plan. All other terms of
the performance awards are the same as the applicable form of performance share award. The accounting: -
expense to the Company of the performance awards is shghtly hrgher than if Messrs. McVey and Themehs
would have been granted performance share awards on January 13, 2012 due to the increase in the Company s
stock price between January 13, 2012 and the closmg pnce on February 15 2012 the grant date of the new’ -
awards. -
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. .An aggregate of 33,576 performance shares and performance awards were granted to the NEOs at target in
January 2012. The target performance metric under these awards.was the. Company’s achievement during 2012
of pre-tax operating incomeof $2.91 per:share of the Company’s, Common Stock before payment of (@) cash. .
incentives for. performance during, 2012 and (b) expenses.incurred in connection with the grant of all
performance share awards for performance in 2012, based on the Board-approved 2012 financial plan of the
Company. The actual amount that could be earned was based on the level of our achievement of the performance
goal during 2012, as follows: ' . ' : ‘

Achievement (percentage of targe! T L
pre-tax operating:income) o Less than80% = Minimum 80% Target 100% Maximum 130% or More
Payout (percentage of shares) .. .. .- ioene 0% 50% 100% 150%

The 130% achievement rate for maximum payout exceeded the 120% achievement rate set for prior years.
By raising the target, we require better financial performance than in previous years, which results in higher
stockholder returns and strengthens the alignment of the NEO awards with stockholder returns. Payout results are
interpolated on a straight-line basis between actual performanCe and target performance and maximum payouts
are capped at 150% of target. If the minimum threshold performance level is not achieved, no portion of the
performance share awards will be earned. : '

Performance for calendar year 2012 under the performance awards was 97% of the established target (actual
EPS on a pre-bonus expense and pre-performance share expense basis was $2.82, versus targeted EPS of $2.91);
therefore, thé pefformance awards settled at 92.5% achievement (sée below for details regarding payout levels).
This resulted in the conversion of the’performance awatds to 31,058 shares of restricted stock awarded to the
NEOs. These shares Vest in two equal annual installments on January 15, 2014 and January 15, 2015.

. Settlement of
- Performance Share -~ * Valueon P'erf:rm‘:::ceg S;)r}:fw " 'Value of Grant on
X Grant made Jan 13,2012 Date of Grant(1). - .enFeb11,2013. - Date of Settlement(2)
CEO ...ttty 26,178 © - $802,094" 24,215 - - $915,314
CFO..... ced et e e e v eie e s 1707w $ 52,302 1,579 . $ 59,685

GIO ... .ii%insim i einmnvewe . o 5691 . o $174,372 5264 - $198,986
(1) Based on the closing price of Janiary 13, 2012 (Grant Date) of $30.64 ~ ‘ ‘
(2) Based on the closing price on February 11, 2013 (Settlement Date) of $37.80

Despite a reduction in shares awarded, NEOs realized a higher value on-the settlement date than on the grant
date as a-résult of the increase in the price of our Common Stock: -4 - R o '

' In_additiQﬁ to his annual _gré.nt,‘ton:Januafy 13, 2012 the Compensation Committee awarded Mr. DeLise a
five-year retention grant valued at $1 million consisting of 32,520 RSUs (half of which he chose to defer for five
years from the applicable settlement date). The RSUs will vest in five equal installments commencing on-
February 13, 2013 and thereafter on January 15% of each year beginning in 2014 and ending in 2017. Twenty
percent of the value of the award will be attributed to each year of service beginning after year-end 2011 .and will
reduce the amount of any annual equity award that he may be eligible to receive such years. The retention grant
was awarded to Mr. DeLise in recognition of his consistently exceeding expectations in regard to performance
and relatively low equity holdings when compared to chief financial officers in our peer group, and our own
retention goals. o L o . L

For more information regarding the specific equity awards that were granted to the NEOs in fiscal 2012, see
below under Grants of plan-based awards.'The Compensation Comimittee will continue to evaluate the mix of
performance shares, RSUs, stock options and other stock-based awards to align rewards for personal
performance with stockholder value creation: ' R ' Coee

2013 Grants for 2012 Performance v

In 2:0153, for pei;formance in.; '20‘12, the 4valué of Mr McVey’s eQui_ty éWards‘ was, determined after

conside_ri_ng a value of $1.25 million that reflected a portion of the annyalized retention grants made to him in
January 2011 in consideration for his entering into a new employment agreement. For Mr. DeLise, the value of
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equity awards granted iri 2013 was determined after consrdenng a value of $200,000, which reﬂected a portion of the
annualized five-year retention grant made to him in January 2012 (see discussion above).

In 2013, under the Flex Share program, minimums were set at 35% for performance awards (up to 50%) and 50%
of the remaining award value for RSUs. NEOs could also have chosen to receive the balance of their award in RSUs or
stock options (at a ratio of orie RSU to 2.2 stock options): All NEOs elected to be awarded 35% of therr award as
performance shares, with the ba.lance recerved as RSUs.

Under the Flex Share program our NEOs recerved the followrng number of shares on January 15, 2013;

- Percentage .
Total Value Allocated as Percenta e .
. . . Granted - 'Performance Shares Units Allocated as RSUs " Units
CEO ............ e $2,450,000 35% - 24167 . 65% 44,882
CFO .. $ 250,000 35% 2,466 65% 4,580
CIO . e $ 700,000 35% 6,905 65% 12,823

Total Direct Compensatton (T. DC)

Despite the record year and the increase in operatmg income, after reviewing benchmark data and in cons1derauon
of our C&B Ratio targets, the Compensation Committee did not increase NEO TDC levels commensurate with the
Company’s financial performance. A summary of the mix of 2012 TDC, financial results and market data follows:

EERETE . Year-over-Year
2011 2012 Percentage

Financial Companson vl Actual Actual Change
Operatmg TNCOME .. . . v e eees s e e . $78,733,000  $86,686,000 10%
EPS ........... e e R e e e e PR $ 5120 % 141. - 17.5%
Base Salary Bonus Total Cash Equity TDC
Market Market Equity Value Residual Multi- ' " Market -Change
Actual Positioning Actual Actual Positioning Granted(1) Year Value(2) 2012 Positioning 2011 2012 vs. 2011
- (°000’s) . (’000°s). C000’s) o (’600°s) (°000’s) (’000’s) (’000’s)
CEO....... $500 Below 25th $1,800.-$2,300 Between Median =~ $2,450 - $1,250 $6,000 Between Median  $6,000 0%
) o and 75th ' ) ) and 75th .
CFO...... ‘ $300 Below 25th '$650 $950 ‘Between Median - $250 $200 $1,400 Between Median $1,300 8%
B --and 75th o - . ~and 75th" -+ :
CIO ...... $300 Below 25th $1,100 $1 400 Above 75th $700 - - $0 $2,100. At 75th L8205 1%

(1) Equity value granted on January 15, 2013 for 2012 performance
(2) See discussion in regards to CEO and CFO retention awards granted in January 2011 and January 2012, respectively

In the last two yeéars, Mr.Themelis has been paid above the 75t percentlle in recognition of his responsibility of
runmng the day-to- day busmess for U. S traded products together with the Head of North Amencan Sales.

Stock 0wnershlp Guuiel'mes

The Company and the Compensatlon Cornmlttee beheve that equrty-based awards are an 1mp0rtant factor in
aligning the long-term financial interest of our NEOs and our stockholders. As such, we maintain stock ownership
guidelines for our NEOs that were last revised on October 23, 2012. Generally, under the guidelines Mr. McVey is .
required to.own not less than a number of shares of Common: Stock equal to six times his base salary using a value of
the average price of the Common, Stock for the ten days up to and including October 23, 2012. The other NEOs are
required to own not less than three times their base salary as in effect on such date. :Newly-appointed executives will be
subject to the same guidelines and will be required to be in compliance within five years. -of commencement of service.
Under our ownership guidelines, shares purchased and held beneficially, vested and unvested RSUs and restricted
shares and settled performance shares count toward the minimum ownership requirement. Vested and unvested options
and unsettled performance shares are not counted toward the ownership requirement. Compliance with the stock’
ownership guidelines is reviewed by our Nonnnatmg and Corporate Governance Committee (the “Governance
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Committee”) every three years or more often at the discretion of the Board of Directors or Governance
Committee. All of our NEOs are currently in compliance with the guidelines.

* Incentive Compensation Claw-Back .

Beginning in 2010, we implemented a claw-back provision that allows the Company to recoup all or part of
the year-end incentive paid to NEOs in the event of a misstatement of financial results discovered within
12 months of December 31 of the respective performance year. The claw-back is structured so that funds that
were accrued under the Employee Incentive Pool or NEO Incéntive Pool as a result of a misstatement of financial
results may be recaptured by the Company. In addition, included in Mr. McVey’s employment agreement is our
right to recapture all compensation paid, whether in the form of cash, Common Stock or any other form of
property, to the extent required by Dodd-Frank and the Remuneration Code published by the U.K. Financial
Conduct Authority (formerly the Financial Services Authority).

Disclosure of Employee Hedging

NEOs and all other employees are prohibited from using the Company’s stock for hedging purposes. The
most readily available and complete hedge is shorting the stock, which is expressly prohibited under the
Company’s Insider Trading Policy. All employees (including NEOs) are subject to this policy.

Other Benefits

- We provide our NEOs with the same benefits offered to all other employees. The cost of these benefits
constitutes a small percentage of each NEO’s total compensation. In the U.S., key benefits include paid vacation;
premiums paid for life insurance and short-term and long-term disability policies; a matching contribution to the
NEO’s 401(k) plan account; and the payment of 80% of the NEO’s healthcare premiums. We review these other
benefits on an annual basis and make adjustments as warranted based on competitive practices and our
performance. Comparable benefits are offered to employees in other geographic locations.

Compensation Committee Discretion

The Compensation Committee retains the discretion to decrease or eliminate all forms of incentive awards
based on its performance assessment, whether individual or Company-based. Likewise, the Compensation
Commiitee retains the discretion to provide additional payouts and/or consider special awards for significant
achievements, including but not limited to achieving superior operating results, strategic accomplishments and/or
consummation of partnerships, acquisitions or divestitures. :

Severance and Change in Control Arrangements

In hiring and retaining executive level talent, the Compensation Committee believes that providing the
executive with a level of security in the event of an involuntary termination of employment or in the event of a
change in control is an important and competitive part of the executive’s compensation package. We entered into
an employment agreement with Mr. McVey that provides for severance payments and benefits in the event of the..
termination of his employment under certain circumstances. In addition, the terms of our annual equity grant
award agreements with Mr. McVey provide for accelerated vesting of his equity awards in the event of
termination of his employment under certain circumstances or upon a change in control of the Company. While
retention grants also accelerate upon certain terminations of employment after a qualifying change in control
event, accelerated vesting is limited to 24 months,-as the Compensation' Committee did not feel it necessary to
provide full acceleration of the retention grants. The other NEOs are entitled to severance payments and benefits
in the event of termination of their employment under certain circumstances pursuant to the terms of the ‘
MarketAxess Severance Pay Plan.’ ‘ : Y

While Mr. McVey’s employmént agreement is chigncd tb p;opect him in the event of a change in control, it
does not provide for “single-trigger” protection, nor does the Company provide any 280G protection for excise
taxes that may be imposed under Code Section 4999 other than providing that if any payments or benefits paid or
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provided to him would be subject to, or result in, the imposition.of the excise tax imposed by Code Section 4999,
then the amount of such payments will be automatically reduced to one dollar less than the amount that subjects
such payment to the excise tax, unless he would, on a net after—tax basis, receive léss compensation’ than if the -
payment were not so reduced. :

See below under Executive Compensatlon — Potential termmatton or change in control payments and
beneﬁts for information regardmg these payments and beneﬁts

Impact of Tax and Accountmg

As a general matter, the Compensatlon Committee reviews and considers the tax and accountmg
implications of using the various forms of compensation employed by the Company.

When determining the size of grants to our NEOs and other employees under the Company’s stock incentive
plans, the Compensation Committee examines the accounting cost associated with the grants. Under FASB ASC
Topic 718, grants of stock options, restricted stock, RSUs, performance.shares and other share-based payments
result in an accounting charge for the Company. The accounting charge is equal to the fair value of the
instruments being issued. For restricted stock, RSUs and performance shares, the cost is équal to the fair value of
the stock on the date of grant times the number of shares or units granted. For stock options, the cost s equal to
the fair value determined usmg an optlon pncmg model This expense is amomzed over the ICqUISItC serv1ce or
performance period.

Code Section 162(m) generally prohibits any publicly-held corporatlon from takmg a Federal income tax
deduction for compensation paid in excess of $1 million in any t taxable year to the chief executive ofﬁcer and any
other executive officer (other than the chief ﬁnanc1al ofﬁcer) employed on the last day of the taxable year whose
compensatlon is reqmred to be d1sclosed to stockholders under SEC rules. Exceptions i 1nclude qualified
performance—based compensatlon, among_ other things. It is the Compensation Committee’s pollcy to. maximize
the effectiveness of our executive compensatlon ‘plans in this regard. Nonetheless, the Compensatlon Committee
retains the discretion to grant awards (such as restricted stock with time-based vesting) that will not comply with
the performance—based exceptlon ‘of 162(m) if itis deemed in the best 1nterest of the Company to do SO.

Noththstandmg anything to the contrary set forth in any of our prevlous or future ﬁlmgs under the Securities
Act of 1933 or the Securities Exchange Act of 1934 that might incorporate this Proxy Statement or future filings
with the SEC, in whole or in part, the following report shall not be deemed to be “soliciting material” or “filed”
with the SEC and shall not be deemed to be incorporated by reference into any such filing.

REPORT OF THE COMPENSATION COMMITTEE OF THE BOARD OF DIRECTORS

The Compensation Committee has reviewed and discussed with management the Compensation Discussion
and Analysis to be included in this Proxy Statement. Based on the reviews and discussions referred to above, the
Compensation Committee recommended to the Board that the Compensatlon Discussion and Analysm be
included in this Proxy Statement. ' :

_ vSubmltted by the Compensatlon Committee of the
- Board of Directors:

" John Steinhardt — Chair
Steven L. Begleiter -
Ronald M. Hersch
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COMPENSATION RISK ASSESSMENT

NEOs and Semor Management Team , L

Our independent compensation consultant, Grahall annually reviews and presents compensation
recommendations for our NEOs and certain other employees of the Company. Specifically, the Compensation
Committee is presented with benchmark data and compensatron recommendations made by Mr. McVey
(excluding for himself) in conjunction with Grahall for our senior management team. In addition to provrdmg
market data for our NEOs, in 2012 Grahall provided market data for the following paositions comprising the
senior management team (each, a “Senior Manager and collectlvely “Semor Management”)

* General Counsel
* Head of Human Resources
¢ Interim Head of MarketAxess Europe / Credlt and R1sk Ofﬁcer
* Head of MarketAxess Europe Sales
. Head of North Amerlcan Sales _ “
» Head of Marketing and Communications

Grahall also provided the Compensation Comrmttee with summary benchmark and compensatlon data for
all other employees of the Company in the aggregate

‘The compenisation recommendations for Senior Management are reviewed by the Compensation Committee and
factor into the Compensation Committee’s decrsron—makmg process in the same manner as decisions concerning
compensation for the NEOs (other than Mr. McVey). The Compensatlon Committee believes that the Company has
the right pay mix in place to mitigate a short-term onentatron and short-term risk- takmg While a significant portion of -
executive compensation is performance-based and provrdes srgmﬁcant award potentral we believe that our .
compensauon program as a whoIe is sound and doés not encourage excess1ve risk- takmg Spemﬁca]ly

* Use of long-term lncentlves — A meamngful portlon of the equ1ty compensatron received by our NEOs
and Senior Managers vests overa three-year or longer period. Therefore, Senior Managers are encouraged
to have a Iong—term outlook, wh1ch mitigates. short-term risk. Given their equity holdings, poor

»performance that decreases. our stock price negauvely impacts the senior management team and our
stockholders ahke

* Detrimental Act1v1ty Clause —— Each equity award made by the Company'is done so pursuant to a written
agreement that contains a clause prohibiting certain activities that are detrimental to the Company.
Pursuant to this-clause, detritnental activity by an-equity award recipient can result in the Company’s
enforcement of a claw-back of equity granted to that employee.

- Share ownership guidelines — The Company has adopted share ownershrp guidelines, which require our
NEO:s to hold a portion-of their annual base salary in shares of stock of the Company. This ensures that
each executive will maintain a significant amount of wealth in our stock, and when the stock price

__declines, executives will lose value as stockholders do. As a significant portion of each NEO’s
compensation is awarded in equity, we beheve the stock ownership guidelines motivate the NEOs to align
personal performance and decrs1on-mak1ng with stockholder value creation and improvement of our
financial results on a long-term basis:: Other Semor Managers generally have the same portion of TDC
allocated to equity as the NEOs. ~-

« Performance shares — To realize value oh their annual grant of performance shares, Senior Managers and
NEOs must satisfy performance criteria, and then hold the performance shares until they are fully vested.
For performance shares granted in and following 2009, 50% of the shares ultimately earned are not
available until the second anniversary of the grant date and the other 50% of the shares ultimately earned
are not available until the third anniversary of the grant date (in each case, absent a termination event after
a qualifying change in control). This additional holding period requires NEOs and Senior Managers to
remain employed with the Company and exposes the shares to additional market risk during the holding
period, thus aligning their interests with those of our stockholders.
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« Claw-backs for restatements — Beginning in 2010, the Compensation Committee implemented a claw-
back pohcy regardmg cash 1ncent1ves for our NEOs The claw—back prov1des that 1f our financial results
mistake or wrongdomg —'the Company has the legal right to recapture an appropnate portion of any

* bonuses paid. This clawback policy was based upon, but exceeded the reqmrements of, the model
presented in the Sarbanes Oxley Act of 2002. In addition, Mr. McVey’s employment agreement includes
the Company’s right to recapture all compensation paid to hiri; whether in the form of cash, the

" Company’s Common Stock or any other form of property,. as required by Dodd-Frank and the

Remunerat;,o,n Code pubhshed by the Financial Conduct Authonty (formerly the U.K. Financial Services

N "Authorrty)

- Liniited maxrmﬂm opportumty Addmonally, our annual incentive pool for executives is capped and we
" have. unplemented a decreasing accrual rate for the incentive pool and our Employee Plan. This reduces
the Tikelihood 'of the NEOs and Senior Managers taking unnecessary risk for short-term gains. '

Other Employees

Our Risk Committee is comprlsed of department heads and other managers and assesses our business
strategies and plans to insure that the appropriate policies and procedures are in place for identifying, evaluating,.
measuring, monitoring and managing significant risks. The Risk Comrmttee penodlcally prepares updates and
reports for the Audit Committee and the Board of Directors. I -

Conclusnon

Based on our internal analysis and the controls that are in place, the Compensatron Commlttee the Risk"
Conimittee and the Audit Comumittee’ belicve that'the Company s compensatlon policies and practrces forits
employees do not encourage éxcessive nsk taklng or fraud and are not reasonably hkely to have a matenal
adverse effect on the Company.

EXECUTIVE COMPENSATION |
Summary compensatmn table P -
The following table sets forth all compensatlon received dunng fiscal years 2010; 2011 and 2012 by our (i) Chief
Executive Officer, (ii) Chief Financial Officer, and (iii) Chief Information Ofﬁcer These executlves are referred

to as our named executive ofﬁcers or “NEOs” elsewhere in thlS Proxy Statement . _
L L o - _Non-Equity. . All Other

o T S S stock”T “Option ' Incentive Plan~ Comipen-
Namé and Principal' = : R S‘a‘lary' ¢ Bomms ' Awards " Awards “ Compensation ~  ‘Sation - ’
Position Year ® ®) $@) ) ® ~($)@2)  Total ($)
Richard M. McVey .......... 2012 500,000 — 2,351,000 — 1,800,000 7,000 4,658,000
Chief Executive Officer 2011 400,000 — 4,673,930 2,499,552 2,050,000 7,000 9,630,481
2010 400,000 — 2,054,145 — 1,650,000 7,000 4,111,145
Antonio L. DeLise .......... 2012 300,000 — 1,145,875 — 650,000 7,000 2,102,875
Chief Financial Officer © 2011 241,667 — 314,394 — 700,000 7,000 1,263,061
2010 200,000 — 199,917 — 500,000 7,000 906,917
Nicholas Themelis .......... 2012 300,000 — 505,149 — 1,100,000 7,000 1,912,149
Chief Information Officer 2011 270,833 40,000 576,410 — 1,260,000 7,000 2,154,243
2010 250,000 — 549,765 — 1,000,000 7,000 1,806,765

(1) The amounts represent the aggregate grant date fair vatue of stock and option awards granted by the Company in 2010, 2011 and 2012,
computed in accordance with FASB ASC Topic 718. For further information on how we account for stock-based compensation, see
Note 10 to the consolidated financial statements included in the Company’s Annual Report on Form 10-K for the year ended
December 31, 2012, filed with the SEC on February 21, 2013. These amounts reflect the Company’s accounting expense for these awards
and do not correspond to the actual amounts, if any, that will be recognized by the named executive officers. For 2011, these amounts
reflect the retention grants made to Mr. McVey for which a portion will be annualized over a four year period and will reduce the size of
any annual awards that will be made to him during such period as discussed above under “Compensation Discussion and Analysis —
Long Term Incentives — Equity-based Awards.”

(2) These benefits represent employer matching contributions to the Company’s 401(k) defined contribution plan.
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Grants of plan-based aWards

The followmg table surnmanzes the grants of performance shares performance awards and restncted stock
units we made to the named executrve ofﬁcers in 2012 as well as potentml payouts pursuant to certain
performance-based compensatlon arr angements There can be no assurance that the grant date fair value of stock
awards will ever be reahzed : : :

Future
R : L T - IR : : Grant
: Url:;,zr? gt:n- o . AllOther ) Date
Equity ’ ‘ ‘ Stock  All Othier Fair
Inc%ntr{’e Awards: Option, - Exercise Value of

Number Awards: orBase Stock
Plan.  Estimated Future Payouts Under ccp ares Number of Priceof and

* Awards(l) Equity Incentive Plan Awards(2) of Stock Securities Option Option

" - Grant- A’ppmval ~Target - Threshold‘’ Target Maximum -or Units Underlying Awards - Awards
Name . .Date.. Date - $) - .- @& @& @) . @) Options# ($/Sh) . $)@)

Richard M. McVey ...... 1/13/2012 1/13/2012 1,916,312 — — — — — — —
1/13/2012 1/13/2012 — - — — 48,616 —_ — 1,548,906

- 2115/2012 2/15/2012 - — 13,089 - 26,178 39267 " — — — 802,094
AntonioL.-DeLise . ... 1/13/2012:1/13/2012 = - S 18540 1707 2,561 Cem T e e — 52,302
‘ *1/13/2012.1/13/2012 R - S —_ 35,691 — — - 1,093,572
Nicholas Themelis ....... 1/13/2012 1/13/2012 1,225,183 S — = P — — —
1/13/2012 1/13/2012 — — — — 10,569 — — 323,834

2/15/2012 2/15/2012 e 2,846 5,691 8 537 — — — 181315
1) Represents the grant, of an award pursuant to the Performance Incentive Plan for the 2012 performance penod As such awards.do not
have a thresho]d or maximum payout, the amounts dlsclosed in the table reflect the amounts that would have been payable to
Messrs. McVey and Themelis if the awérd had been in effect during the 2011 pérformance period.

(2) Reflects the number of performance shares or performance awards that would vest based on the level of achievement by the Company of
pre-tax operating income targets for the 2012 calendar year performance period. For each performance share or performance award
earned, a participant would be awarded an eqiial iumber of shares of restricted stock that would vest and cease to be restricted stock in
equal 50% installments on each of the second and third anniversaries of the date of grant of the applicable performance share or
performance award. For 2012, the pay-out achievement of the performance shares and performance awards was 92:5% of target. -

(3). Restricted stock units vest in thres 3 equal annual installments beginning on the first anniversary date of the grant, except that 32,520 of the
restncted stock umts granted o Mr DeLlse vest in five equal annual mstallments which began on February 13, 2013 and thereafter will
“vest 6 January 15 of 2014 through 2017 T

(4) The value of a performance share, perfomnance award or restncted stock unit is based on the fatr value of such award, computed in
accordance, w FASB ASC Toprc 718. For further information on how we account for stock-based compensation, see Note 10 to the
consolidated ﬁnan(:lal statempnt,s 1ncluded inthe Company s Annua.l Report on Form. 10-K for the year ended December 31, 2012, filed

: thh the SEC on February 21, 2013 : 9
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Outstanding equity awards at fiscal year end

The following table summarizes unexercised stock options and shares of restricted stock and restricted stock
units that had not vested and related information for 'each of our named executive officers as.of December 31,
2012. The market value of restricted stock awards and restrrcted stock units is based on the closing pnce of the
Company 'S Common Stock on December 31 2012 of $35.30.:

-+ Option Awards . Stock Awards -
Nuniber of Number of - : . . Number of - Market
Securities Securities Shares or Value of
Underlymg Underlying Units of Shares or
) Unexercised Unexerclsed Option Stock That Units of
, PR . Options . Options . Exercise Option Have Not Stock That
T T [€3) ’ [£.5] Price Expiration Vested Have Not
Name * ) ) Exercisable(1) Unexercisable(1) ) Date Q) Vested ($)..
Richard M. McVey . ... .. SR 25,000 — 15.60  1/6/2015 341,265 12,046,655
150,000, - - . — . -.1296  1/12/2017
287,000 = '>10.93 1/15/2018 _
L S 27496 . 192473 2156 1/19/2021
Antonio L. DeLise. . ......... . 75,000 . — ..9.95 - :8/1/2016. 55,233 . 1,949,725
Nicholas Theineli's: Cedeeseen o 2,538 ' _ e _ 1560 1/6/2015 50,671 1,788,686
' 8,646 - 11.18 .. 1/9/2016 . .
28,880 .. ... — .. 1296 1/12/2017
© 35,850 - ’_ — 1093 © 1/15/2018

(1) 25% of thie “unexercisable” options shown for Mr. McVey vested ori January 15, 2013 and the remaining options will vest 25% on each
of January 15, 2014 and 2015, and 12.5% on January 15, 2016, subject to his continued employment through the vesting date. The stock
options will also vest and become exercisable in the event of certain terminations of his employment. See Executive Compensanon =
Potential termination or change in control payments and benefits for additional mformatlon .

(2) Each share of restricted stock and each restricted stock umt represents one share of the Company’s Common Stock that is subject to
forfeiture if the applicable vesting requirements are not met. Shares of restricted stock and restricted stock units vest in three substantially
equal annual installments commencing on the first anniversary of the date of grant, excépt that (i) of the 119,565 restricted stock units
granted to Mr. McVey on January 19, 2011, 12.5% vested on Februaty 19, 2012, 25% vested on January 15, 2013 and the remaining
restricted stock units will vest 25% on each of January 15, 2014 and 2015, and 12.5% on J anuary 15; 2016, (ii) of 32,520 of the réstricted
stock units granted to Mr. DeLise on January 13, 2012, 20% vested on February 13, 2013 and the remaining restricted stock units will vest
in four equal annual installments beginning on the second anniversary of the grant date, (iii) of the 67,961 restricted stock units granted to
Mr. McVey dated January 14, 2011; 34%.vested February 15, 2012, 33%.vested January 15, 2013 and 33% will vest January 15, 2014

- and of the 48,616 restricted stack units granted on January 13, 2012, one third vested on February 15, 2013 and the remainder will vest
equally on January 15, 2014 and 2015, and (iv) shares of restricted stock received as a result of achievement of targets related to the 2010,
2011 and 2012 perfonnance shares awards will vest in two equal installments on each of the second and third anniversaries of the orrgma.l
grant date. Generally, vesting is subject to the NEOs continued employment through the vesting date, except that shares of restricted stock
and restricted stock units will vest in the event of certain terminations of employment and in certain circumstances may vest upon a
change in control. See Execunve Compensatton — Potenttal termmanon or change in control payments and beneﬁ:s for additional
mformauon )

Option exercises and stock vested

The following table summarizes each exercise of stock options, each vesting of restricted stock and related
1nformat10n for each of our named executive officers on an aggregated basis during 2012

Option Awards ~ ) . Stock Awards
Number of Shares Value Realized Number of Shares - Value Realized
) ) Acquired on Exercise on Exercise Acquired on Vesting on Vesting
Name Soen S @# g ,.($)(’1) I (). 7))
Richard M. McVey ................. 1007037 30956617 158897 4,868,604
AntonioL. DeLise . ................. - e 19,657 . . 602290
Nlcholas Themehs ............... e v137,462 o ”’2,39,6,202 L 54,262 o 71,662,588

m Value realized represents the market value on the date of exercise in excess of the exercise prlce
(2) Value realized represents the market value on the date of vesting.
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Nonqualified Deferred Compensation

~The following table sets forth information with respect.to vested RSUs held by Mr. McVey asof
December 31, 2012, for which he has elected to defer the delivery. of the.underlying shares until the earher of -
(i) his separation of service (within the meaning of Code Section 409A); subject to the six-month-delay required
under Code Section 409A, (ii) a change of control of the Company and (iii) the calendar year in which the fifth
anmversary followmg vesting occurs. Mr. McVey was eligible to elect to defer the settlement of the RSUs
awarded in whole or in part (see Long-term mcentzves — Equzty based Awards above).

Reglstl'ant Aggregate Aggregate
Contnbutlons Earnings Aggregate  Balance at
) } ) Contributions in Last’ - in Last Withdrawals/ Last Fiscal
: ’ B o in Last Flscal Year Fiscal Year Fiscal Year Distributions Year-End
Name. B o g ooy . . ® ®)Q2 ® ®3)
chhard M McVey ey T 1,232,878 0. 190,229 0 1,423,107

(1) Reflects the market value of the Common Stock underlying 23,107 and 14,946 RSUs that vested on February 15, 2012 and February 19,
2012, respectively, based on the closing price of our Common Stock on such dates of $31.86 and $32.32, respectively. In addition, it
includes the value as of such dates.of amounts accrued and unpaid under a dividend equrvalent right in 2011, which amounts are equal to
any ordinary cash dividends paid the holders of our Common Stock in 2011. Such amounts will be paid at the same time the applicable
RSU.is paid. The amount repotted as “Executive Contributions” is not reflected in the Summary Compensation Table for fiscal 2012 as

. _ such RSUs were granted in fiscal 2011 and are reflected in the “Stock Awards” column of the Summary Compensation Table for such
year. In accordance with SEC rules, the grant date value of the RSUs was determmed under FASB ASC Topic 718, which amount
included the value of the right to receive dividends.

(2) Aggregate Earnings with respect to. vested and undelivered RSUs includes changes ih the market value of the shares of Common Stock
underlying the RSUs based on.the closing price of our Common Stock on December 31, 2012 of $35.30. In addition, it includes the value
of amounts accrued under a dividend equivalent right in 2012 that were unpaid as of December 31, 2012, which amounts are equal to any

_ordinary cash drvrdends pard the holders of our Common Stock in 2012. Such amounts will be pard at the same time the applicable RSU is
. paid.

(3) The vested and undelrvered RSUs were prevrously repoxted in the “Stock Awards” column of the Summary Compensatron Table for
fiscal year 2011. In accordance with SEC rules, the grant date value of the RSUs was determined under FASB ASC Topic 718, which
amount included the value of the right to receive d1v1dends The value of the Aggregate Balance at Last Fiscal Year End for the RSUs
were determmed | by multiplying the ‘number of RSUs by $35 30, the closing price per share of our Common Stock on December 31,2012,

" ‘plus the value of aecrued but unpard drvrdend equrvalents ' .

Employment agreements and severance arrangements with our‘narne,d e‘xecutivez officers
Richard M. McVey Employment Agreement “ ’ '

On January 19 2011 effective. February i, 2011 Mr McVey and the Company entered into an amended
and restated employment agreement (the “CEO Employment Agreement™ providing for an initial four-year term
w1th successive one-year automatic renewa'ls unless erther party’ elects not to extend the term dt least 90 days
prior to the last day of the term,

The CEO Employment: Agreement provrdes that Mr McVey wrll be employed by us as Chref Executrve
Officer and Chairmai of the Board of Directors, and his eémploymefit may be términated by him or by the
Company at any time. Mr. McVey’s annual base salary under the CEO Employment Agreement is $500,000 per
year. : Ce L

Under.the CEO Employment Agreement, Mr. McVey is eligible to receive an annual bonus im accordance
with the Company’s annual performance incentive plan as in effect. from time to-time and is entitled to. participate
in all benefit plans and programs available to our other senior executives, at a level commensurate with other
sentormanagement of the. Company T L

The CEO Employment Agreement provrdes for severance payments and benefits (subject to Mr. McVey’s
execution of a waiver and general release) 1f Mr. McVey’s employment is terminated under various conditions.
See’ below under Executtve Compensation — potentzal termination or change in control payments and beneﬁts
for a description of such payments and beneﬁts :

The CEO Employment Agreement provrdes that any award gains and annual incentive awards recerved by
Mr. McVey will be subject to potential claw-back under. pohaes adopted by Company to comply with applicable
law, rules or other regulatory requirements.
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- For;purposes of the-CEO Employment Agreement, “Cause” generally means Mr. McVey st
. w111fu1 mlsconduct or gross neghgence in the performance of his duties;

. conv1ct10n of or plea of gullty or nolo contendere 1o, a crime relatrng to us or any of our afﬁhates, or any
felony; or

« material breach of his employment agreement or any other material written agreement with us.
For purposes of the CEO Employment Agreement, “Good Réason” generally means: *

* Mr. McVey’s no longer holding the title of Chief Executive Officer, or the failure.of the Board to
nominate hlm asa drrector or, once elected to the Board the farlure of the Board to elect hrm as
Charrman B :

ea matenal d1m1nut10n 1n hlS dutres authormes or respon51b111t1es or the assrgnment of dutles or _

respons1b111t1es matenally adversely inconsistent with hrs then- current pos1t10n (other than as a result of

his ceasing to bea dlrector) ‘ v

. * our materlal breach of. h1s employment agreement 4
« arelocation of hls'p'nnupal place of business of more than 50 miles; or

* our failure to obtain a reasonably satisfactory written agreement from any successor to all or substantially
all of our assets to assume and agree to.perform our, obligations under his employment agreement:

For purposes of the CEO Employment Agreement “Change;in Control” generally means:
* ‘an acqmsmon representmg 50% or more of the combmed votmg power of our then outstandrng secuntres, _

*a change in the majonty of the members of our Board durmg any two-year penod unless such members (
are approved by two-thirds of the Board members who were members at the beginning of such period or. .
members Whose nomrnatlons were so approved

_* our merger or. consohdatlon other than (a) a transactron resultmg in our votlng secur1t1es outstandmg
immediately prior thereto continuing to represent more than 50% of the combined voting power of the
... . voting securities of such surviving entity. immediately: after such transaction or (b).a transaction effected.
. ._to implement a-recapitalization (or similar: transaction) in which no.person acquires. more than 50% of the,
combined voting power of our then outstanding securities;or . , . . :

* ‘our stockholdérs” approval ofa plan of complete liquidation or the consummatiOn of the sale or
“disposition of all or substantrally all of our assets other than'(a) the salé or dlsposmon of all or
’ "substantlally all of ‘our assets to a ‘beneficial owner of 50% or more of the combined voting power of our
outstanding Voting securities at the ume of the sale or ) pursuant to a spmoff type transaction of such -
assets to our stockholders. ‘

Severance Pay Plan

Messrs. DeLise and Themelis do not have employment agreements with us but are entitled to severance

payments and benefits under the Company’s Severance Pay Plan (the “Severance Plan™) in the event their
employment is terminated by us for any reason other than a termination for Cause. The Severance Plan provides
for up to 24 weeks of continued base salary and continued healthcare coverage based on the number of years of
an employee’s consecutive service with us prior to termination.

“Cause” is generally defined in the Severance Plan as (i) an employee’s act or omission resulting or

intended to result in personal gain at our expense; (ii) an employee’s misconduct; (iii) performance of duties by
an employee in a manner we deem to be materially unsatisfactory; (iv) “cause” (or words of like import) as
defined in an agreement between us and the employee; or (v) an employee’s improper disclosure of proprietary
or confidential information or trade secrets, or intellectual property that we are under a duty to protect.
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As of December 31, 2012; the following executives were entitled to the severance payments if terminated by
the Company without Cause:

Executive v - ‘ Years;ef Seruice Severance Entitlement*
DELiSe . ..o vveee e e 6 24 weeks

Themelis .........ccovuenn. e e 8 24 weeks

* Represents continued base salary and healthcare coverage

Proprietary- Informatwn and Non-Competttwn Agreements

Each of the NEOs has entered into, and is subject to the terms of,a Propnetary Informatlon and Non-
Competition Agreement with us that contains, among other things, (i) certain provisions prohibiting disclosure of
our confidential mformatlon without our prior written consent (11) certain non-competmon provisions that
restrict their engaging in certain activities that are competitive with us during their employment and for one year
thereafter for the CEO, and six months thereafter for the CFO and CIO, and (iii) certain non-solicitation
provisions that restrict their recruiting, soliciting or hiring our nonclerical employees or consultants, or soliciting
any person or entity to terminate, cease, reduce or diminish their relationship with us, during their employment
and for two years thereafter. ' ‘ ‘ "

Potentlal termination or change in control payments:and benefits

Mr. McVey is entitled to certain payments and bénefits pursuant to his employment agreement and other
agreements entered into between us and him upon a termination of his employment in certain circumstances or in
the event of a Change in Control of the Cornpany. ‘Messrs. Themelis and DeLise do not have employment
agreemeiits - with us but are entltled to sevefance payments and benefits under the Severance Plan and pursuant to
certain equity grants. . : ‘ :

The following tables estimate the payments we would be obhgated to make to each of our NEOs as a result
of his termination or resignation under the circumstances shown or because of a Change in Control, in‘each case
assuming such event had 'occurred on December 31, 2012. We have calculated these estimated paymients to meet
SEC disclosure requirements. The estimated payments are not necessarily indicative of the actual amounts any of
our NEOs would receive in such circurhstances. The table excludeés (i) compensation‘amounts accrued through
December 31, 2012 that would be paid in the normal course of continued employment, such as accrued but
unpaid salary, and (ii) vested account balances under our 401(k) Plan that are generally available to all of pur
salaried employees. Where apphcable the information in the table uses a price per share for our Common Stock
of $35.30, the closmg price on December 31, 2012. In addition, where apphcable the amounts listed for bonuses
reflect the actual amounts paid to the NEOs for 2012, since the hypothetlcal termination or Change in Control
date is the last day of the fiscal year for which the bonus is to be determined.

48



Payments and Benefits for Mr. McVey

: Restricted
s . . Restncted Performance Stock - Stock
Base Health

Stock’ (o) Uni
Salary  Bonus(2) Benefits(3) Acceleratlon(4)(5) Acceleration(ﬁ) Acceltg'auonﬂ) Acceleratlon(S)(9) Redu{:lnon(lo) Total
e . - @ (63} (4] %) (6] ) () )

Termination Without

Cause or for Good

Reason Outside a

Change in Control

Protection Period

(“CCPP”) . ..vnun. 1,000,000 3,666,667 - 23,081 1,855,403 - - 427,395 755,594 - 1,055,152 — 8,783,292

Termination Wlthout

Cause, for Good .

Reason, Death or by

the Company due to .

Disability, duringa

CCPP, but prior to a ' - )

Change in Control . .. 1,000,000 3,666,667 23,081 1,855,403 854,790 1,511,187 2,110,340 — 11,021,468

Termination Without

Cause, for Good ‘- -

Reason, Death or'by :

the Company due to . - Lo CE .

Disability, upon or B P

within 18 months . :

following a Change in ) ) o o o

Control . ..... P 1,000,000 3,666,667 23,081 . - 3,710,842 854,790 1,511,188 2,110340 = = — 12,876,908
Award is not eontinued, ) ‘ / ’ »

assumedorhasno

new rights substituted

upon a Change in

Contro! (no ’ . oy . . . . : )

termination) ........ — — — & 3710842 .. 854,790. . — - . 3,299,526 — 7,865,159

Termination for Cause

Death, or by the

or Without Good . o ,
Reason ............ — — — — J— — — — .

Company due to
Disability, outsidé-of v B : : ’

CCPP............. 500,000 1,833, 333 15,387 3,710,842 854,790 1,322,290 3,496,306 - - — 11,732,948
(1) The CEO Employment Ag:reement pr0v1des that Mr. McVey will receive continued payment of his base. salary for 24 months following termination if (i) his
employment is terminated outside of a Change in Control Protection Period (as defined below) for any. reason. other than his death, his voluntary resignation
without Good Reason (including due to his providing a notice of non-extension of the term of the agreement at least 90 days prior to the end of the term (a
“Non-Extenszon Notice™)), due to our providing a Non-Extension Notice, or by.us for.as a result of his having a disability or for Cause (an “Enhanced Non-
Change.in.Control Termmatzon”), or (ii) he resigns for Good Reason or his employment is terminated for any reason other than his resignation without Good
Reason (mclndmg due to his providing a Non-Extension, Notlce), or.by us for Cause; in any case, within three. mont.hs prior to.a “change in control event”
within the meaning of Section 409A of the Code, or within 18 months after a Change in Control as defined in the agreement (such period a ‘Change in
Control Protection Period” or “CCPP” and any such termmauon a “Change in Control Termination”).

The CEO Employment Agreement provides that Mr. McVey w111 receive continued payment of his base salary for 12 months followmg termination 1f his
employment is términated outside of a Chinge in Control Protection Period dué to his death, due to our prov1d1ng a Non Extensmn Notlce, orby us foras a
result of his havmg a dlsablhty (a “Standard Non-Change in Coritrol Termination”). - :

(2) The CEO Employment Agreement prov1des that Mr. McVey will receive an amount _equal to two times 'his average annual cash bonus for the three years
prior to termination (payable in 24 equal monthly installments) in the event of an Enhanced Non- -Change in Control Termination ora Change in Control
Termination.

The CEO Employment Agreement prov1des that Mr McVey w111 recelve ari amount equal to his average annual cash bonus for the three years prior to
termination (payable in 12 equa] monthly installménts) in the event of a Standard Non-Change in Control Ternunatlon

(3) The CEO Employment Agreement prov1des that we w111 pay the cost of contmuatlon health coverage for up.io 18 months followmg an Enhanced Non-
Change in Control Termination or a Change in Control Termination. . . .

The CEO Employment Agreement provides that we will pay the cost of continuation health.coverage for up to 12 months following a: Standard Non-Change
in Control Termination.
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(4) Pursuant to the Restricted Stock Agreement between us and Mr. McVey made as of January 15, 2010:
« all unvested restricted shares will fully vest upon his death or disability;

* subject to the next’ bullet 17,968 restm:ted shares will fully' vest if we terrmﬁate his employment without Cause or he resigns for Good
Reason; and , C s . ,

« all unvested restricted shares will fully vest 1f we terminate hrs employment thhout Cause w1thm 24 mont.hs following a Change in
Control.

(5) Pursuant to the Performance Share Agreements between us and Mr. McVey dated January 15, 2010 and January 31, 2011:

* all unvested shares of restricted stock granted to Mr. McVey upon settlement of his performance shares (the “McVey Settlement
Shares”) will fully vest upon his death or disability;

» in the event of a termination of employment without Cause or for Good Reason, 50% of the unvested McVey Settlement Shares w1ll
fully vest; and B

« in the event of a Change in Control within three months following Mr. McVey’s resignation for Good Reason, a termination without
Cause within 24 months following a Change in Control, or if prior to a Change in Control it is determined that the McVey Settlement
Shares will not be continued, assumed or have new rights substituted therefor in accordance with the 2004 Stock Incentive Plan, all
unvested McVey Settiement Shares will fully vest. The table above assumes that the McVey Settlement Shares would have become
fully vested upon a Change in Control.

(6) Pursuant to the Performance Award Agreement between us and Mr. McVey dated February 15, 2012

* in the event of termination of employment due to death or disability prior to the settlement date (which occurred in the first fiscal

quarter of 2013) (the “Settlement Date”), then he would have been entitled to receive 100% of the shares of restricted stock that he

would have received had he been employed on the Settlement Date, based on the actual achievement of the performance goal, which
shares would have been fully vested on the Settlement Date;

in the event of termination of employment without Cause or for Good Reason prior to the Settlement Date, then he would have been
entitled to receive 50% of the shares of restricted stock that he would have received had he been employed on the Settlement Date,
based on the actual achievement of the performance goal which shares would have been fully vested on the Settlement Date; and

the Compensation Committee had discretion to determine the treatment of the performance shares upon a Change in Control occurring
prior to the Settlement Date based on the likely level of achievement of the performance goal on the Settlement Date. For the purposes
of the table above, we have assumed that the Compensation Committee would have granted Mr. McVey the number of shares of
restricted stock that would have become fully vested upon a Change in Control based on actual performance.

*."(7) Pursuant to the Stock Option Agreement between us and Mr. McVey dated January 19, 2011:

« in the event of termination of employment due to death or disability 50% of the unvested portion of the option will become fully vested
and exercisable;

« in the event of termination of employment without Cause or for Good Reason (i) outside of a CCPP, any portion of the option that
would have become vested in the 12 month period following such termination will become fuily vested and exercisable and (ii) during a
CCPP, any portion of the option that would have become vested in the 24 month period followmg such termination will become fully
vested and exercjsable; and : .

* in the event of termination of employment as a result of our providing a Non-Extension Notice under his employment agreement, the
+ unvested portion of the dption will continue to vest following such termination as if such términation-had not occurred. :

'(8) If prior to a Change in Control, the Compensation Committee determines that the restricted stock units granted'to Mr. McVey under the
Restricted Stock Unit Agreements'between us and him dated Janvary 14, 2011 and'J; anuary 13, 2012 ‘will not be continued, assumed or
have new nghts substititéd therefore, all wiivested restricted stock” units will fully vest-upon the Charnge in Control. If such awards do not
vest upon a Change in Control, then in the event of a termination of employment without Cause upon or within 24 months of a Change in
Control 100% of'the restricted stock units granted to Mr. McVey wﬂl vest Frfty percent of the unvested shares of restricted stock units
-will vest tipon his death or disability. " ' i

(9) Pursuant to the Restricted Stock Unit Agreement between us and Mr. McVey dated January 19, 2011:
e in the event of termmatlon of employment due fo death or dlsablhty 50% of the unvested RSUs w111 Jbecome immediately vested
+ in the event of termination of employment without Cause or for Geod Reason i) outs1de of a. CCPP any portion of the RSUs that
_ would have become vested in the 12 month period following such termination will become immediately vested and (ii) during a CCPP,
“any portion of the RSUs that would have ‘become vested i in the 24 month period followmg such termination wrll become 1mmed1ate1y
vested; and

* in the event of termination of employment as a result of our providing a Non-Extension Notice under his employment agreement, the
unvested portion of the RSUs will contmue to vest followmg such termmatron as if such terrmnatron had not occurred

(10) Mr. McVey’s employment agreement provrdes that 1f any payments or benefits paid or provided to him would be subject to, or result in,
the imposition of the excisé tax imposed by Section 4999 of the Code, then the-amount of such payments will be automatically reduced to
one dollar less than the amount that subjects such payment to the excise tax, unless he would, on a net after tax basis, receive less
compensation than if the paymentwerenot so reduced. - - . - =i TS :
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Payments and Benefits for Mr. DeLise
Loteine oy S Performance Restricted

- Base " " Health = - Restricted Stock - Share Stock Unit
: ‘~Salary(l) Benefits(2) Acceleratlon(3)(4) Acceleratlon(S) Acceleration(6) Total
o i ® B % (6] $) $)
Termination Without Cause . ... 138,462 - 10,789 Sl — : = 77149,250

Termination Without Cause
within 24 months following a : : N
“<Change in Control ...... .. 138,462 10,789 449,934 - . 55,739 — 654,923
Award is not continued, o o
assumed or has no new rights
..-substituted uponaChange in. " S ) : e ,
“Control .....0..no...... ST — = 334,715 55,739 1,499,791.. -: 1,890,244
Death/Dlsability ............. — — 224,967 27,869 749,896 1,002,732

(1) In accordance with the Severance Plan, Mr. DeLise is entitled to 24 weeks of continued base sa.lary upon a tenmnatlon of his employment
without Cause:.. . R L

(2) In accordance with the Severance Plan, Mr. DeL1se is ent1tled to 24 weeks of continued healthcare coverage upon a termination of his-
employment without Cause. . - :

(3) Pursuant to the Restnoted Stock Agreements between us and Mr DeL1se made as of J anuary 15 2010

. all unvested shares of restricted stock will fully vest upon a termmanon of his employment w1thout Cause that occurs w1thm 24 months
following a Change in Control (as such terms are deﬁned in the 2004 Stock Incentrve Plan), and

* 50% of the unvested shares of restricted stock will vest upon his death or dlsablllty v
(4) Pursuant to the Performance Share Agreements between us and Mr. DeLlse dated h/ anuary 15, 2010 and J anuary 28, 2011:

. 50% of the unvested shares of restricted stock granted to Mr. DeLlse upon settlement of his performance shares.(the “DeLtse Settlement
Shares”) w1ll fully vest upon | h1s death or d1sab111ty,

« in the. event ofa tenmn 'on w1thout Cause within 24 months following a Change in Control or 1f pnor toa Change in Control itis
determmed that the D eSettlement Shares will not be continued, ~assumed or have new rlghts substltuted therefor in accordance with
' the 2004 Stock Incentive Plan, all unvested DeLise Settlement Shares will fully vest. The table above assumes that the DeL1se o
Settlement Shares would have become fully vested upon a Change in Control.

) Pursuant to the Pe 'ormance Share Agreement between us and Mr. DeLise dated J anuary 13, 2011 in the event of termmatron of
employment dueto death or d1sab111ty prior to the settlement date (wh;ch occurred in the first fiscal quarter of 2013) (the “Settlement
_Date”), then he. would have been entltled to receive 50% of the shares of restncted stock that he would have received had he been
employed on the Seulement Date, based on the actual achievement of the performance goal, which shares would have been fully vested
on the Settlement Date. I addmon the Compensatlon Committee had discretion to determine the treatment of the performance shares
upon a Change in Control occumng prior to the Settlement Date based on the hkely level of achrevement of the _performance goal on the
‘Settlement Date For the purposes of the table above, we have assumed that the Compensatron Comrmttee would have granted Mr. DeLise

*” the maximum number of shares of restricted stock which would have become fully vested upon a Change in Control based on actual

_performance.

(6) If prior toa Change in Control the Compensatlon Comnuttee deterrmnes that the restncted stock units granted to Mr DeLrse under the
Restncted Stock Unit Agreements between us and him dated January 14, 2011 and January 13, 2012 will not be contmued assumed or
have new i ights substituted therefore, all unvested resthcted stock units w1]l fu ly" vest upon the Change in Control. If such awards do not
vest upon a Change in Control then in the event ofa temnnatron of employment wrthout Cause upon or within 24 months of a Change in
Control 100% of the restricted stock units granted to Mr. DeLise will vest. Fifty percent of the unvested shares of restrrcted stock units
will vest upon his death or disability.
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Payments and Benefits for Mr. Themelis

: Performance Restricted
Base:  Health Restricted Stock Share Stock Unit

. Salary(1) Benefits(2) Acceleration(3)(4) Acceleration(5) Acceleration(6) Total
. _ (6] . (® , ®) ) ) (6))
Termination Without Cause ...... 138,462 - 10,789 Ce— = —_ 149,250

Termination Without Cause within
24 months following a Change in S .
Control .......coiviiiiiin.s 138,462 - 10,789 975,798 - + 185,819 — 1,310,867

Award is not continued, assumed or
has no new rights substituted : -
upon a Change in Control . .. ... — — 613,655 185,819 ‘812,888 1,612,363

Death/Disability ............... — S— 487,899 92,910 406,444 987,253

(1) In accordance with the Severance Plan, Mr. Themelis is entitled to 24 weeks of continued base salary upon a temﬁnaﬁon of his
employment without Cause. . ... .. L . ) : . . )

(2) In accordance with the Severance Plan, r. Themelis is entitled to 24 weeks of continued healthcare coverage upon a termination of his
employment without Cause. - .

(3) Pursuant to the Restricted Stock Agreements between us and Mr Themehs made as of January 15, 2010:

* all unvested shares of restricted stock will fully vest upon a termmatron of his employment without Cause that occurs w1thm 24 months
following a Change in Control (as such terms are deﬁned 1n the 2004 Stock Incentive Plan); and

« 50% of the unvested shares of restricted stock w1ll vest upon his death or disability.
(4) Pursuant to the Performance Share Agreements between us and Mr. Themehs dated J anuary 15, 2010 and January 28, 2011:

* 50% of the unvested shares of resmcted ‘stock granted to Mr Themelis upon settlement of his performance shares (the “Themelts
Settlement Shares”) will fully vest upon his death or drsablhty and

* in the event of a termination without Cause within 24 months following a Change in Control, or if prior to a Change in Control 1t is
determined that the Themells Settlement Shares will not be continued, assumed or have new nghts substituted therefor in accordance
with the 2004 Stock Incentlve Plan, all unvested Themehs Settlement Shares will fully vest. The table above assumes that the Themelis
Seitlemént Shares woiild have becoine fully vested upon a Change in Conirol.

(5) Pursuant to the Performance Award Agreement between us ‘and Mr. Themelis dated February 15 2012 in the event of termination of
employment due to death or disability prror to the settlement date (which occurred in the first fiscal quarter of 2013) (the “Settlernent
Date™), then he would have been entitled to receive 50% ‘of the shares of restricted stock that he would have recerved had he been
employed on the Settlement Date, based on the actual achlevement of the performance goal, which shares would have been fully vested
on the Settlement’ Date In addition, the Compensatron Committee had discretion to détermine thé treatment of the performance shares
upon a Change in Control occurring prior t0 the ‘Settlement Date based on the likely level of achievement of the performance goal on the
‘Settlement Date. For the purposes of the table above, we have assimed that the Compensation Committee would have granted

" Mr. Themelis the maximum number of sha.res of restncted stock that would have become fully vested upon a Change in Control based on
actual perforrnance

(6) If prior to a Change in Control, the Compensation Committee determines that the restricted stock units granted to Mr. Themelis under the
Restricted Stock Unit Agreements between us and lum dated Ja anuary 14, 2011 and J anuary 13, 2012 will not be contmued assumed or
have new rights substituted therefore, all unvested réstricted stock umts will’ fuIly vest upon the Change in Control. If such awards do not
vest upon a Change in Control, then in the event ofa termination of employment withoiat Cause upon or within 24 months of a Change in

" Control 100% of the restricted stock units granted to Mr ’Ihemelrs will vest, Fifty percent of the unvested shares of restricted stock units
will vest upon his death or dlsablhty

Compensation plans

For information with respect to the securities authorized for issuance under equity compensation plans, see
Equity Compensation Plan Information in Item 12 of our Annual Report on Form 10-K for the year ended
December 31, 2012, which is incorporated herein by reference and has been delivered to you with this Proxy
Statement.

Compensation Committee interlocks and insider participation

No member of our Board’s Compensation Committee has served as one of our officers or employees at any
time. None of our executive officers serves as a member of the compensation committee of any other company
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that has an executive officer serving as a member of our Board of Directors. None of our.executive officers -
serves as a member of the board of directors of any other company that has an executive officer serving asa: -
member of our Board’s Compensation Committee, . - e e :

CERTAIN RELATIONSHIPS AND RELATED PARTY TRANSACTIONS

Review and approval of related party transactions

Our related parties 1nclude our dlrectors d1rector nommees executlve ofﬁcers and holders of more. than five
percent of the outstandmg shares of our Common Stock We review. relanonshlps and transacnons in'which the
Company and our related partles or thelr 1mmed1ate farmly members are partmpants to determme whether such
related persons have a direct or - indirect material interest. As required under SEC rules, transactions that are
determined to be directly or indirectly material to the Company or to a related party are disclosed in this Proxy
Statement. In addition, the Audit Committee reviews and approves any related party. transaction that is required
to be disclosed. Set forth below is 1nformat10n concemmg transactlons w1th our related partles that is requlred to
be disclosed undér SEC rules e Lo SR : :

Prmclpal stockholder broker-dealer chent

Prior to the drvestrture of all of i 1ts stock ownershlp in the Company in February 2012 IPMorgan, one of our“
broker-dealer clients, owned more than five percent of the outstanding shares of our Common Stock. For January .
and February 2012, $1 .6.million, or 4. 8% of our total revenues for such penod were. generated by JPMorgan.

We have an agreement with JPMorgan“a‘s a broker-dealer client. This agreement governs JPMorgan s dccess’
to, and activity on, our electronic trading platform. Under the agreement, JPMorgan is granted a worldwide, non-
exclusive and non-transferable license to use our electronic trading platform. We may only provide the pricing
and other content provided by JPMorgan to those of our institutional investor clients approved by JPMorgan to
receive such content. Additionally, institutional investors must be approved by JPMorgan before being able to
engage in transactions with JPMorgan on our platform. This agreement also provides for the fees and expenses to
be paid by JPMorgan for its use of our electronic trading platform.

Registration rights agreement

JPMorgan was a party to our sixth amended and restated registration rights agreement. Stockholders who
are a party to this agreement are provided certain rights to demand registration of shares of Common Stock and
to participate in a registration of our Common Stock that we may decide to do, from time to time.

Indemnification agreements

We have entered into an indemnification agreement with each of our outside directors. The indemnification
agreements and our certificate of incorporation and bylaws require us to indemnify our directors and officers to
the fullest extent permitted by Delaware law.

OTHER MATTERS

Section 16(a) beneficial ownership reporting compliance

The members of our Board of Directors, our executive officers and persons who hold more than 10% of our
outstanding Common Stock are subject to the reporting requirements of Section 16(a) of the Securities Exchange
Act of 1934, as amended, which requires them to file reports with respect to their ownership of our Common
Stock and their transactions in such Common Stock. Based solely upon a review of (i) the copies of Section 16(a)
reports that MarketAxess has received from such persons for transactions in our Common Stock and their
Common Stock holdings for the 2012 fiscal year and (ii) the written representations of such persons that no
annual Form 5 reports were required to be filed by them for the fiscal year, the Company believes that all
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reporting requirements ander Section 16(a) for such fiscal year were met in a timely manner by its directors,
executive officers and beneficial- owners of more than 10% of its‘Common Stock, except that Messrs. DeLise,
McVey and Themelis each filed a late report covering the surrender of shares to the Company on January 15,
2012 to satisfy tax withholding obligations upon the vesting of shares of restricted stock, and Mr. Themelis filed
a late report covering the settlement of performance shares on February 3, 2012.

Other matters

As of the date of this Proxy Statement, the Company knows of no other matters that wrll be presented for
consideration at the Annual Meetmg If any other matters properly come before the Annual Meetrng, it is'the
. intention of the persons named in'the enclosed | proxy card to vote the shares’ they represent as such persons deem
advisable.’ D1scret10nary authonty w1th respect to such other matters is granted by the executron of the enclosed
proxy card.

Stockholder pmposals for 2014 Annual Meetmg

In order to be consrdered for inc lus1on in the Company S Proxy statement and proxy card relating to the
2014 Annual Meeting of Stockholders, any proposal by a stockholder submitted pursuant to Rule 14a-8 of the
Securities Exchange Act of 1934, as amended, must be received by the Company:at.its principal executive offices
in New York, New York, on or before December 26, 2013. In addition, under the Company’s bylaws, any
proposal for consideration at the 2014 Annual Meetmg of Stockholders submitted by a stockholder other than
pursuant to Rule 14a-8 will be‘considered tlmely if it is réceived by the Secretary of the Company at its pnncrpal
executive offices between the close of business on November 26; 2013 and the close of business on '
December 26, 2013 and is otherwise in compliance with the requirements set.forth in the Company’s bylaws.
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Indicate by check mark whether the registrant has submitted electronically and posted on its corporate website, if any, every
Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§232.405 of this chapter) during
the preceding 12 months (or for such shorter period that the registrant was required to submit and post such files). Yes No []

Indicate by check mark if disclosure of delinquent filers pursuant to Item 405 of Regulation S-K (§229.405 of this chapter) is
not contained herein, and will not be contained, to the best of the registrant’s knowledge, in definitive proxy or information
statements incorporated by reference in Part III of this Form 10-K or any amendment to this Form 10-K. []

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

Large accelerated filer Accelerated filer [] Non-accelerated filer [ ] Smaller reporting company [ ]
(Do not check if a smaller reporting company)

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

The aggregate market value of the shares of common stock held by non-affiliates of the registrant as of June 29, 2012 (the last
business day of the registrant’s most recently completed second fiscal quarter) was approximately $934.9 million computed by
reference to the last reported sale price on the NASDAQ Global Select Market on that date. For purposes of this calculation,
affiliates are considered to be officers, directors and holders of 10% or more of the outstanding common stock of the registrant on
that date. The registrant had 37,269,685 shares of common stock, 2,174,470 of which were held by affiliates outstanding on that
date.

At February 20, 2013, the aggregate number of shares of the registrant’s common stock outstanding was 37,379,876.
DOCUMENTS INCORPORATED BY REFERENCE

Portions of the registrant’s definitive proxy statement for the 2013 Annual Meeting of Stockholders are incorporated by
reference into Items 10, 11, 12, 13 and 14 of Part III of this Form 10-K.
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PART1

Forward-Looking Statements ‘

_ This report contains certain “forward-looking statements” within the meaning of the Private Securities Litigation
Reform Act of 1995. Forward-looking statements may be identified by words such as “expects,” “intends,” “anticipates,”
“plans,” “believes,” “seeks,” “estimates,” “will,” or words of similar meaning and include, but are not limited to,
statements regarding the outlook for our future business and financial performance. Forward-looking statements are based
on management’s current expectations and assumptions, which are subject to inherent uncertainties, risks and changes in
circumstances that are difficult to predict. It is routine for our internal projections and expectations to change as the year
or edch quarter in the year progresses, and therefore it should be clearly understood that the internal projections and beliefs
upon which we base our expectations may change prior to the end of each quarter or the year. Although these expectations
may ‘change, we are under no-obligation to revise or'update any forward-looking statements contained in this report. Our
company policy is generally to provide our-expectations only once per quarter, and not to update that information until the
next quarter. Actual future events or results may differ, perhaps materially, from those contained in the projections or
forward-looking statements. Factors that could cause or contribute to such differences include those drscussed below and.
elsewhere in this report partlcularly in Ttem 1A “R1sk Factors.”

Item 1. Business.

MarketAxess Holdmgs Inc. (the “Company or “MarketAxess”) operates a leading electronic trading platform
that allows investment industry professionals to éfficiently trade corporate bonds and other types of fixed-income
instruments. Our approximately 1 ,000 active institutional investor clients (firms that executed at least one trade in U.S.
or European fixed-income securrtles _through our electronic trading platform durrng 2012) include investment advisers,
mutual funds, insurance companies, public and private pension funds, bank portfolios, broker-dealers and hedge funds.
Our 87 broker-dealer market-maker clients provide liquidity on the platform and include most of the leading broker-
dealers in global fixed-income trading. Through our Corporate BondTicker™ service, we provide fixed-income market
data, analytics and compliance tools that help our clients make trading decisions. In addition, we provide FIX
(Financial Information eXchange) message management tools, connectivity solutions and ancillary technology services
that facilitate the electronic communication of order information between trading counterparties. Our revenues are
primarily generated from the trading of U.S. hrgh—grade corporate bonds.

Our multi-dealer trading platform allows our institutional investor clients to s1multaneously request competing,
executable bids or offers from our broker-dealer clients and execute trades with the broker-dealer of their choice from
among those that choose to respond. We offer our broker-dealer clients a solution that enables them to efficiently reach
our institutional investor clients for the distribution and tradmg of bonds. In addition to U.S. high-grade corporate
bonds, European high-grade corporate bonds and emerging markets bonds, including both investment-grade and non-
investment grade debt, we also offer our clients the ability to trade crossover and high-yield bonds, agency ‘bonds,
asset-backed and preferred securities and credit default swaps (“CDS”)

The majority of-our révenues are derived froin monthly distribution fees and commissions for trades executed on
our platform that are billed to our broker-dealer clients on a monthly basis. We also derive revenues from technology
products and services, information and user access fees, investment income and other income. Our expenses consist of
employee compensation and benefits, depreciation and amortization, technology and communication costs,
professional and consulting fees, occupancy, marketing and advertising and general and administrative expenses.

Traditionally, bond trading has been a manual process, with product and price discovery conducted over the
telephone between two or more parties. This traditional process has a number of shortcomings resulting primarily from
the lack of a central trading facility for these securities, which creates difficulty matching buyers and sellers for
particular issues. Many corporate bond trading participants use e-mail and other electronic means of communication
for trading corporate bonds. While this has addressed some of the shortcomings associated with traditional corporate
bond trading, we believe that the process is still hindered by limited liquidity, limited price transparency, significant
transactlon costs, compllance and regulatory’ challenges and difficulty in executmg numerous trades at one time.

: Through our -disclosed multi-dealer Request' For Quote (“RFQ”) trading functionality, our institutional investor
clients can determine prices available for a security, a process called price discovery, as well as trade securities directly
with: our broker-dealer clients. The price discovery process includes the ability to view indicative prices from the broker-
dealer clients’ inventory available on our platform, access to real-time pricing information and analytical tools (including
spread-to-Treasury data, search capabilities*and -independent - third-party: credit research). available on our Corporate
BondTicker™ service and the ability to:request executable bids and offers simultaneously from up to 58 of our broker-
dealer clients during the trade process. On average, institutional investor clients receive several bids or offers from broker-
dealer clients in response to trade inquiries. However, some trade inquiries may not receive-any bids or offers. -
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Our services relating to trade execution include single and multiple-dealer inquiries; list trading, which is the
ability to request bids and offers on multiple bonds at the same time; and swap trading, which is the ability to request
an offer to purchase one bond and a bid to sell another bond, in a manner such that the two trades will be executed
simultaneously, with payment based ori the price differential of the bonds. Once a trade is completed on our platform,
the broker-dealer client and institutional investor client may settle the trade with the assistance of our automated post-
trade messaging, which facilitates the communication of trade acknowledgment and allocation information between
our institutional investor and’ broker—dealer clients. »

Typically, we-are not a party to the trades that occur on our platform between institutional investor clients and
broker-dealer clients; rather, we serve as an intermediary between broker-dealers and institutional investors, enabling
them to meet, agree on a price and then transact with each other. However, we also execute certain bond transactions
between and among institutional investor and broker-dealer clients on: a riskless principal basis by serving as
counterparty to both the buyer and the seller in matchlng back-to-back trades, which -are then settled through a third-
party clearing organization. ‘

Our broker-dealer clients accounted for approximately 95% of the underwntmg of newly—lssued U.S. corporate
bonds and approximately 72% of the underwriting of newly issued European corporate bonds in 2012. We believe
these broker-dealers also represent the principal source of secondary market liquidity in the other markets in which we
operate. Secondary market liquidity refers to the ability of market participants to buy or sell a security quickly and in
large volume subsequent.to the original issuance of the secunty, without substantially affecting the price of the
security. In addition to tradlng fixed-income securities by traditional means, including the telephone and e-mail, our
broker-dealer clients use proprietary single- dealer systems and other trading platforms as well as our electronic trading
platform We believe that the traditional means of trading remaln the manner in which the majority of bonds are traded
between institutional investors and broker-dealers N

Our volume in U.S. high-grade corporate bonds represented approximately 12.4% of the total U.S. high-grade
corporate bond volume, excluding convertible bonds, for 2012, as reported by the Financial Industry Regulatory
Authority (“FINRA”) Trade Reporting and Compliance Engme (“TRACE”), whrch 1ncludes inter-dealer and retail
trading as well as trading between institutional 1nvestors and broker—dealers

On October 26, 2012, we entered into an agreement to acquire all of the outstanding shares of Xtrakter Limited
(“Xtrakter”) from Euroclear S.A./N. V. Xtrakter is a U.K.-based prov1der of regulatory transaction reporting, financial
market data and trade matchlng services to the European securities markets. The acquisition of Xtrakter will provide us
w1th an expanded set of technology solutions ahead of i incoming regulatory mandates in Europe.

* The aggregate purchase price is £26.0 million (approximately $40.5 million) in cash, plus transaction costs, and is
subject to a post-closing adjustment based on the net working capital of Xtrakter on the closing date. The purchase
price will be funded from available cash on hand. We received Financial Service Authority (“FSA”) approval of the
change in.control on February 18, 2013 and expect to complete the acquisition of Xtrakter on or about February 28,
2013. : ; . .

Industry Background

Fixed-income securities are issued by corporations, governments and other entities, and pay a pre-set absolute or
relative rate of return. As of. September 30, 2012, the most recent date available, there were approximately $37.7
trillion principal amount of fixed-income securities outstanding in the U.S. market, including $8.6 trillion principal
amount of U.S. corporate bonds, according to the Securities Industry and Financial Markets Association (“SIFMA”).
The estimated average daily trading volume of U.S. corporate bonds (investment grade and high-yield), as measured by
TRACE, was $16.3 billion in.2012. ' :

The U.S. and European credlt markets expenenced a perlod of 81gn1ﬁcant turrno11 beginning during the third
quarter of 2007, especially in short-term funding and floating rate note instruments. A widespread retrenchment in the
credit markets resulted in increased credit spreads and significantly higher credit spread volatility across a wide range
of asset classes. The U.S: credit markets demonstrated:significant improvement since 2008.-In addition, primary dealer
holdings of corporate bonds due in more than one year as reported by the Federal Reserve Bank of New York declined
from approximately $218 billion as of December 31, 2007 to $57 billion as.of December 31, 2012. The trading volume
of U.S. high-grade corporate bonds as reported by TRACE has remained approximately $2.9 trillion for each of the
four calendar years in the period ended December 31, 2012, after declining to $2.0 trillion for the year ended
December 31, 2008.: After demonstrating improved conditions during 2009 the European ‘credit markets have
deteriorated due in part to continuing sovereign debt credit concerns.
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U.S. High-Grade Corporate Bond Market

The U.S. corporate bond market consists of three broad categories of securities: 1nvestment-grade debt (so—called
“high-grade”), which typically refers to débt rated BBB: or better by Standard & Poor’s or Baa3 of better by Moddy’s
Investor Sérvice; debt rated below mvestment-grade (so-called “high-yield”), which typically refers to debt tated lower
than BBB- by Standard & "Poor’s ‘or-Baa3 by Moody’s Investor Service; and debt convertible into equlty (so-called
“convertible debt”). We use the terms h1gh-grade debt and investment-grade debt interchangeably in this Annual
Report on Form 10-K. o . . , .

The U.S. high-grade corporate bénd market, ‘which represents the largést subset of ‘thé U.S: ‘corporate bond
market, has undergone significant change over the last decade, which has been driven by a number of factors,
including: S - I :

» Iimproved price transparency — Ti 2002; FINRA adopfed TRACE reportmg, which requlres FINRA members

- to report secondary market transactions in' Gertain- fixéd-income securities to FINRA. The list of TRACE-

eligible bonds includes 30,000 unique securities, representing the majonty of the daily tradmg volume of high-
grade bonds. . S

* Introduction of electronic trading platforms — Electronic trading platforms act as central facilities to bring
together buyers and sellers. The-actions of participants on these platforms are facilitated by an eélectronic
‘mediuim that improves some-of the mantial processes that might otherwise be required, such as searching for
securities with specific characteristics, the coordination of multiple bilateral telephone calls or eléctronic
communications, the sorting and analysis of competing bids or offers, and the entry of orders into the trading
system after ve,rbal or e-mail trade agreement. As a:result, these platforms typically prov1de a lower-cost and
“more efficient means of en,hanced dlstnbutlon and trade executlon than previously p0531b1e _

s Introduction of credit derivatives — Credit derivatives can provide incréased flexibility “and Ilquxdlty for
investors and lenders to diversify their credit exposures. The notional amount of outstanding CDS transactions
grew rapidly between 2002 and 2007. However .activity in the. CDS market has since fallen substanually due to
concern over the risks associated with these products, in parﬂcular the counterparty credit risks, and uncertainty
regarding the effect of changes to the market resulting from implementation of the Dodd-Frank Wall Street
Reform and Consumer Protection Act (the “Dodd-Frank Act”), which was enacted during 2010. "~ '

»Total amount ‘of debt issued — High-grade ‘corporate ‘bond issuarice: of $664 billion during 2008 was 33%

- below the 2007 level; as risk aversion among corporate bond investors limited the ablhty of issuers-across a

- wide range - of industries, in partlcular those it the financial services industry, to issue new Corporate. bonds.
New issues of high-grade corporate bonds were relatively stable over the three years ended December 31, 2011:
U.S. high-grade issuance exceeded $1.0 trillion in 2012.

_U.S. ngh-Grade Corporate Bond Issuance—YearIy
: _(in billions) ,
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European High-Grade Corporate Bond Market

. The European high-grade corporate bond market consists.of a broad range of products, issuers and currencies. We
deﬁne the Eurppean high-grade corporate bond market .generally to. consist of bonds intended to-be distributed to
European investors, primarily bonds-issued by European corporations, excluding bonds that are issued by corporations
domiciled in an emergmg markets country and excluding most government bonds that trade in Europe. Examples
mclude . , : - :

» bonds issued by European corporations, denominated in any currency;

'+ bonds generally denominated in.Euros, U.S. dollars or' Pounds. Sterling, excluding bonds that are issued by
_corporations domiciled in an emerging market; - : :

* bonds issued by supra-national organizations (entities that include a number of central banks or government

financial authorities, such as the World Bank), agencies and governments located in- Europe, generally
; 1 denominated:in Epros, U.S. dollars or Pounds Sterling, provided that such currency is not the currency of the
.- countey where the bond was issued; and -

. ﬂoatmg-rate notes issued by European corporations.

k We belleve that the European hlgh—grade corporate, bond market is 1mpacted by:- many of the same factors as the
U S hlgh-grade corporate bond market..In: addrtlon, we believe the followmg factors are unique to the European high-
grade corporate -bond market: - , : S

% Sovereign credit issues —The grlobal financial crisis has led to a significant rise in sovereign debt relative to
GDP. Increased government deficits and debt levels along with ratings downgrades continue to spark fears of
default among Euro zone nations, leading to- ‘increased yields on government bonds, making a more difficult
. trading environment for European corporate bonds.

<o Common quutdzty pool — The larger cap1ta1 pool ‘created by the common currency and changes in the
o regulatory envrronment have facﬂrtated bond issuance by Eurc)pean corporations. :

R S

-’I;'m.er.gingAM‘arkets Bortd Market | :
- We .define .the emerging - markets. bond market gengrally to include U.S. dollar, Euro or local currency
denominated bonds issued by sovereign entities or corporations domiciled in a developing country. These issuers are

typically -located in Latin America, -Asia, -or Central and Eastern Europe. Examples of countries we classify as
emerging markets. include: Argentma, Brazil, Colombia, Mexico, Peru, the Phlhppmes, Russia, Turkey and Venezuela.

The institutional investor base for emerging markets bonds 1nclu_des many crossover investors from the high-yield
and high-grade investment areas. Institutional investors have been drawn to emerging markets bonds by their high
returns and high growth ‘potential. The average daily trading volume of emerging markets external and local markets
debt as reported by the Emerging Markets Trade Association for the quarter ended September 30, 2012 was $6.8
billion and: $14 0 bllhon, respectively.

Crossover and Hzg -

We deﬁne the ] *yreld bond market generally to include all debt rated lower than BBB- by Standard & Poor’s

fvestor Servwe. We deﬁne the crossover’ market to include, any debt issue rated below

, Orpe .
with new issuance fo ¢ year ended December 31, 2012 increasing t0$328.7 b11110n as reported by SIFMA.

FINRA publicly dlssenunates real-time price information on over 5,000 high-yield corporate bond issues and disseminates
price information about certain other transactions on a delayed basis. Trades in bonds rated BB and lower are subject to immediate
dissemination if the trade size is less than $1 million, or greater than $1 million and the bond trades an average of once or more aday.



The average daily trading volume of high-yield bonds as measured by TRACE for the year ended December 31, 2012
was approximately $4.3 billion.

Agency Bond Market

We define the agency bond market to include debt 1ssued by a U S govemment—sponsored enterprise. Some
prominent issuers of agency bonds are the Federal National Mortgage Association (“Fannie Mae”) and Federal Home
Loan Mortgage Corporation (“Freddie Mac™). The total amount of U.S. agency bonds outstanding was approximately
$2.4 trillion as of December 31, 2012 as reported by SIFMA. The average daily trading volume of agency bonds
(excluding mortgage-backed securities) as measured by TRACE for the year ended December 31, 2012 was
approximately $10.8 billion. .

Credit Default Swap Market

Credit default swaps are contracts on an underlying asset that transfer risk and return from one party to another
without transferring ownership of ‘the underlying asset, allowing market participants to obtain credit protection or
assume credit exposure associated with a broad range of issuers of fixed-income securities and other debt obligations.
The trading volumes and not1ona1 amount outstandmg in CDS transactions grew rapidly between 2002 and
2007. Following counterparty credit concerns beglnmng in 2007, trading activity in the CDS market declined
substantially and the industry focused on netting “down counterparty positions. _The notional amount of CDS
outstanding declined to $26.9.trillion as of June 30, 2012 from $62.2 trillion as of December 31, 2007. To address the
counterparty credit concerns, structural changes began to occur in the CDS market that included the creation of CDS
clearing houses in 2009 that serve as central counterpamas for certain CDS transactmns In 2010, in response to the
financial crisis; the U.S. Congress passed the Dodd-Frank Act, which is 1ntended to brmg comprehensive reform to the
regulation of swaps, including CDS. Among the most s1gmﬁcant provisions of the derivatives section of the Dodd-
Frank Act are: mandatory clearing, through regulated central clearing organizations, of all swaps that the U.S.
Commodity Futures Trading Commission (“CFTC”) or the U.S. Securities and Exchange Commission (“SEC”) has
determined should be cleared (“clearable swaps™); and mandatory trading of clearable swaps on a board of trade
designated as a contract market or a securities exchange or through a “swap execution facility,” or SEF (in each case,
subject to certain key exceptions). While we expect that the CFTC and SEC will adopt rules that detail the new
regulatory regime regarding the swaps market place in 2013, no assurance can be given regarding when, or whether,
such rules will be finalized and implemented. Subject to such rulemaking, we intend to establish, register and operate a
swap execution facility and/or a security-based swap execution facility. We believe that the introduction of the clearing
mandates is likely to result in more standardrzed contracts and greater price transparency in the CDS markets.

Although the European regulators have not yet introduged leglslatlon concerning regulatlon of ‘the European
derivatives markets, the European Parliament and the EU Councﬂ of Ministers endorsed an-agreement that will, among
other things, require central clearing: of standardlzed OTC denvatlves and -the * repomng of -all derivatives (OTC or
otherwise) to trade repositories. However, it is not yet clear whether there w1ll be any requlrement in the EU to trade
standardized derivative contracts on regulated exchanges or tradmg platforms ' L

Asset-Backed Securities

Asset-backed securities are ownership interests in a pool of receivables sold by originators into a special purpose
vehicle. These securities are typically secured by pools of homogeneous assets with relatively predictable cash flows.
The assets are legally separated from the seller, which limits the investor’s exposure to the credit quality of the seller.
In 2012, approximately $180.0 billion in U.S. consumer-based asset-backed securities (defined as including auto, credit
cards, equipment and student loans) and non-agency residential and commercial mortgage-backed securities were
issued. New issuance declined from over $1.0 trillion in 2007 as the asset-backed securities market was significantly
impacted by the credit and housing market crisis. The total amount of consumer-based asset-backed and non-agency
residential and commercial mortgage-backed securities outstanding at December 31, 2012 was $2.5 trillion, as reported
by SIFMA.

Preferred Securities

Preferred securities are equity ownership securities that carry additional rights above and beyond those conferred
by common shares. The additional rights typically include preference in dividends and seniority in assets vis-a-vis
common stock in the event of liquidation. Other typical features include convertibility into common stock, callable at
the option of the corporation and no voting rights.
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Our Competitive Strengths .-

Our electronic trading platform provides solutions to some of the shortcomings of traditional bond trading
methods. The benefits of our solution are demonstrable throughout the trading cycle:

* Pre-trade — gathering real-time and historical pricing information, 1dent1fy1ng 1nterested buyers and sellers in
a particular secunty, and obtammg research and analys1s

.. ¢ Trade — single and multlple sec urity. trade executron, and

* Post-trade — trade detail matching, account allocatlon and automated audit trail.

We believe that we are well positioned to strengthen our market position in electronic trading in our existing
products and to extend our presence into new products and services by capitalizing on our competitive strengths,
including:

Szgmﬁcant Tradmg Volumes w:th Partzczpatzon by Leadmg Broker-Dealers and Instttutwnal Investors

Our electronic tradlng platform provrdes access to the liquidity provided through the partlcrpatron on our platform
of 87 broker-dealer market-making chents, including substantlally all of the leading broker-dealers in global fixed-
income trading, and approximately 1,000 active 1nst1tut10na1 investor firms. “We believe these broker-dealers represent
the principal source of secondary market 11qu1d1ty for U.S. hlgh—grade corporate bonds, Buropean high-grade corporate
bonds, emerging markets bonds’ and the other markets in wh1ch we operate. Our broker-dealer clients are motivated to
continue to utilize our platform due to the presence on the platform of our large network of institutional investor
clients. We believe that our net addltlon of 38 new broker—dealer market-making clients since the third quarter of 2008
has improved and will contmue to improve the liquidity on our electronic trading platform for institutional investors,
further motivating t them to use our platform The number of our actlve institutional investor clients for the past five
years has been as follows

_Active Institutional Investor Clients

1200 -

1000

1800 +
EU products
B US products

600

| 400 1

200"

2008 2009 2010 2011 2012
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Our total trading volume increased from $226.4 billion in 2008 to $589.6 billion in 2012. We believe that our
trading volumes in 2008 and 2009 reflect the turmoil and resultant lack of liquidity in the credit markets beginning in
the third quarter of 2007. Our total trading volume over the past five years is indicated below:

Total Trading Volume
‘ (In bll/lons)
© $7000 T .
o p B $589.6
 $0000 - $525.0 =
$500.0 , '
$400.0 o $402.3
' $299.3
?30‘0'0 $226.4
. $200.0 +
$100.0 -
2008 2009 2010 2011 2012

Our volume in U.S. high-grade corporate bonds was approximately 6.6% of total U.S, high-grade corporate bond
volume, excluding convertible bonds, in 2008 as reported by TRACE, which includes .inter-dealer and. retail trading as
well as trading between institutional investors and broker-dealers. Following the credit market turmoil, our estimated
market share declined to approximately 6:2% for the full year 2009. Our estimated share of total U.S. high-grade
corporate bond volume for 2012 was approximately 12.4%; double the estimated market sharé in 2009; due in part to
improved U.S. credit market conditions, incréased client order flow and thher order executlon rates Our estimated
market share from 2008 to 2012 is shown in the ¢hart below:" : :

MarketAxess Estimated Percent of FINRA
U.S. High-Grade TRACE Volume

14.0%
12.4%

©l12.0% L

10.0%
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. Execution: Benefits to Clients : C . % R . 3
Beniefits-to Institutional Investor Clzents : ‘

We believe we provide numerous beneﬁts to our 1nst1tut10na1 investor clients over tradmonal fixed-income trading
methods, including:

Competitive Prices. By enabling institutional investors to simultaneously request bids or offers from our broker-
dealer clients, we believe our electronic trading platform creates an environment that motivates our broker-dealer
clients to provide competmve prices and gives institutional investors confidence that they are obtaining a competitive
price. For typical MarketAxess multi-dealer corporate bond inquiries, the range of competitive spread-to-Treasury
responses is, on average, approx1mate1y 10 basis points (a basis point is 1/100 of 1% in yield). As an example of the
potential cost savings to 1nst1tut10nal investors, a one basis point savings on a $1 million face amount trade of a bond
with 10 years to rnaturlty anslates to aggregate savrngs of approx1mately $800.00. :

electronic trading platform on any debt secunty ina , database of U S ‘and European corporate bonds, although there can
be no assurance as to the number of broker-dealers who will choose to provide an executable price. Our platform
transmits bid and offer requests in real-time to broker-dealer clients, who may respond with executable prices within
the time period specified by the institutional investor. Institutional investors may also elect to display live requests for
bids or offers anonymously to all other users of our electronic trading platform, in order to create broader visibility of
their inquiry-among market parti¢ipants and incréase the likelihood that the request résults in 4 trade. We belleve that
broader parﬂcrpanon in clrent 1nqu1r1es will result in more trade matches and lower transaction costs

Improved Cost Eﬁiczency We bel1eve that we provrde 1mproved eff1c1ency by reducmg the time and labor
requrred to conduct broad. product and price discovery. Single-security and multi-security (bid or offer.lists) inquiries
can be efﬁc1ent1y conducted with multiple broker-dealers, In addition, our Corporate BondTicker™ eliminates the need
for manually-intensive phone calls or e-mail communication.to gather sort and analyze. information concerping
historical transac__tron prices.

Benefits to Broker Dealer Clients

We also prov1de substantial bene]ﬁts to our broker—dealer chents over traditional fixed-income trading methods,
including: :

Greater Sales Eﬁ‘iczency We offer our broker-dealer clients broad connectivity with our institutional investor
clients. Through this connect1v1ty, our broker-dealer clients are able to efficiently display their indications of interest to
buy and sell various securities. We also ‘enable broker-dealers to broaden their distribution by participating in
transactions to which they 6therwise may net have had access. In addition, the ability to post prices and electronically
execute on stralghtforward ttades enables bend sales professwnals at broker-dealer firms to focus their efforts on more
profitable activities, such as higher value- dded trades and more complex transactions.

/

More Efficient Inventory Managementv The postrng of inventory: to ‘and the abrhty to respond to inquiries from,
a broad pool of mstrtutr al investors; ereates an 1ncreased opportunity for broker-dealers 0 identify demand for their
inventory, pamcularL SS 11qu1d secuntres As; a-result, we belreve they can achleve enhanced bond inventory
turnover, Which may Jimn ;

Benefits to Both Instttl/itwnal Investor and Broker-Dealer Clients

We offer add1t10nal benefrts over trad1t1ona1 fixed-income trading methods that are shared by both institutional
investor and broker-dealer clients, including:

Greater Trading Accuracy. Our electronic trading platform includes verification mechanisms at various stages
of the execution process which result in greater accuracy in the processing, confirming and clearing of trades between
institutional investor and broker-dealer clients. These verification mechanisms are designed to ensure that our broker-
dealer and institutional investor clients are sending accurate trade messages by providing multiple opportunities to
verify they are trading the correct bond, at the agreed-upon price and size. Our platform assists our institutional
investor clients in automating the transmittal of order tickets from the portfolio manager to the trader, and from the
trader to back-office personnel. This automation provides more timely execution and a reduction in the likelihood of
errors that can result from manual entry of information into different systems.
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Efficient Risk Monitoring and Compliance. Institutional investors and their regulators are increasingly focused
on ensuring that best execution is achieved for fixed-i -income trades. Our electronic trading platform offers both
institutional investors and broker-dealers an automated audit trail for each stage in the tradmg cycle. This enables
compliance personnel to review information relating to trades more easily ‘and with- greater: ‘reliability: Trade
information, including time, price and spread-to-Treasury is stored.securely and automatically on our electronic.trading
platform. This data represents a valuable source of information for our clients’ comphance personnel Importantly, we
believe the automated audit trail, together with the competitive pricing that is a feature of our electronic trading
platform,’ gives fiduciaries the ability to demonstrate that'they have achieved best execution on behalf of their clients.

Other Service Offerings

In addition to serv1ces d1rectly related to the executlon of trades we offer our chents several other services,
mcludmg :
Information Services. The information and analytical tools we provide to our clients help them rnake investment
and trading decisions. Our Corporate BondTicker™ provides access to real-time and historical price, yield and
MarketAxess estimated spread-to-Treasuries for publicly disseminated TRACE-eligible bonds.: Corporate
BondTicker™ combines publicly-available TRACE data with the prices for trades executed on our U.S. high-grade
electronic tradmg platform integrating the. two data sources and prov1d1ng real-time TRACE data. with: associated
analytrcal tools that are. not otherwise avallable Our electronic. trading platform allows mstltutronal _investors . to
compile, sort and use information to discover investment opportunities that might have been difficult or 1Inposs1ble to
1dent1fy using a manual mformatlon gathermg process or other electromc services.

it

We offer a comprehensrve set of reports des1gned to review and momtor cred1t tradmg actrvrty for lnstttutronal
investor clients. These reports utilize extensive TRACE information and are accessible by means of a flexible interface
to riin and save reports in a variety' of formats for ‘both comphance and ‘management’ reportmg “For eéxample, the best
execution report prov1des a view of the savmgs generated by trading on our electronic trading platform and offers a
quantitative measure’ of the value “of” pnce d1scovery from multlple dealers. The report allows” chents to ‘monitor
performance against their own best execution policy. Our- complrance product provrdes a prmted hlstory of ‘each
inquiry submifted through the MarketAxess tradrng platform '

Straight-Through Processmg Stralght through processing (“STP”) refers to the 1ntegrat10n of systems and
processes to automate the trade process from end-to-end — trade execqun, conﬁrmanon and settlement — without
the need for manual intervention. Our électionic trading- platfonn provides broker-dealers and mstrtutronal investors
with the ability to automate portions of their transaction processing requirements, improving accuracy and efficiency.
Through electronic messaging, institutional: investors: can submit inquiries- to, and receive electronic ‘notices of
execution from-us, in industry -standard protocols, complete with all relevant trade details. Institutional investors can
download trade messages; -allocate trades.to thé sub-accounts on whose behalf the trades. were made and send the
allocations.to broker-dealers for-confirmation... .- .. ' i ‘ : s

Techholbgy Products and Services. We pI'OVlde 1ntegratron, testmg and management olutrons for FIX- related
products and services designed fo optimize the ‘electronic trading of fixed-income, equity and other exchange-based
products. We also provide technology consulting and customized development services to our clients that leverage our
trading technology expertise-and our existing:technology -solutions. ‘In- addition, weprovide® gatéway adapters to
connect order management and trading systems to fixed-income trading venues.

Robust, Scalable Technology e

We have developed proprietary technology that is highly secure, fault-tolerant and provides adequate capacity for
our current operations, as well as for substantial growth. Our highly scalable systems are de51gned to accommodate
additional volume, products and clients with relatlvely little modification and low incremental costs’ * ’

Proven Innovator wrth an Expenenced Managengent Team ‘

-Since- our inception, we-have ‘been . an innovator in the: fixed-income securities: markets The members of our
management team average:more than 20 years of experience in the securities industry. We have consistently sought to
benefit participants in the markets we serve by attempting to replicate the essential features of fixed-income trading,
including the existing relationships between broker-dealers and their institutional investor clients, while applying
technology to eliminate weaknesses in traditional trading methods. In 2012, MarketAxess was named “Best OTC
Derivatives Platform” in Wall Street Letter’s Annual Institutional Trading, and was listed among Risk magazine’s “25
Firms of the Future.” Most recently, MarketAxess was recognized as one of the “100 Fastest Growing Companies” by
Fortune.
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Some of the innovations we have introduced to electronic trading include:
* the first multi-dealer disclosed trading platform for U.S. high-grade corporate bonds;
* the first electrénip Treasury benchmarking for U.S. high-grade cor.poraté bond trades;

« Corporate BondTicker™, our information services product, combining TRACE bond data with MarketAxess
data and analytical tools; A , : _

« bid and offer list technology for corporate bdnd trading, enabling institutional investors to request executable
prices for multiple securities simultaneously;

« the first disclosed client to multi-dealer trading platform for CDS indices; and

* public Market Lists fof corporaté bonds, giving institutional investors the ébility to display their bid and offer
lists anonymously to the entire MarketAxess trading community. '

Our Strategy

‘Our objective is to provide the leading global electroric trading platform for fixed-income securities, connecting
broker-dealers and institutional investors more easily and efficiently, while offéring a broad ‘array of information,
trading and technology services to market participants across the trading cycle. The key elements of our strategy are:

Enhance the Liquidity of Securities Traded on Our Platform and Broaden Our Client Base in Our Existing
Markets - Co , = o . N

_ We intend to further enhance the liquidity of securities traded on our leading electronic, multi-dealer to client
fixed-income platform. Our ability to innovate .and efficiently add new functionality and product offerings to the
MarketAxess platform will help us deepen our market share with our existing clients, as well as expand our client base,
which we believe will, in_, turn, lead to even filrt_her increases in the liquidity of the securities provided by our broker-
dealer clients and available on our platformi. We will seek to. increase the amount of cross-regional activity by our
institutional investor clients on our electronic trading platform, subject to regulatory requirements.

' Leverage our Existing Te’c"hnolbgy‘ and Client Réldﬁqnships to Expand into New Sectors ofihe’ Fixed-Income
Securities Market ‘ N o

We intend to leverage our technology, as. well as our strong broker-dealer and institutional investor relationships,
to deploy our electronic trading platform into additional product'segments within the fixed-income securities markets
and deliver fixed-income securities-related technical services and products: Due in part to our highly scalable systems,
we believe we will be able to enter new markets efficiently. As an example, we have developed technology and trading
protocols to trade CDS in anticipation of implementation of the Dodd-Frank Act and, subject to such rulemaking, we
currently expect to establish and operate a swap §Xecuﬁon'; facility and/or a security-based swap execution facility.

Leverage our Existing Technoldgy and CAlierit;Rélatioﬁships to Expand into New Client Ségmenm

We intend to leverage our technology and client relationships to deploy our electronic trading i)latform into new
client segments. As an example, we have expanded the base of broker-dealers on our platform to include both regional
and diversity dealers. )

Continue to Strengthen and Expand our Trade-Related Service Offerings o
We plan to continue building our existing service offerings so that our electronic trading platform is more fully
integrated into the workflow of our broker-dealer and institutional investor clients. We dlso- plan to continue to add
functionality to enhance the ability of our clients to achieve a fully automated, end-to-end straight-through processing
solution (automation from trade initiation to. settlement). We are continually ‘considering .the introduction of new
trading techniques. - . : - "
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Expand our Data and Information Services Offerings

We regularly add new content and.analytical capabilities to Corporate BondTicker™ in order to improve the value
of the information we provide to our clients: We:intend to continue to widen the user base of our data products.and to
continue adding new content and analytical capabilities. As the use of our electronic: trading platformcontinues to
grow, we believe that the amount and value of our proprietary trading data will also increase, further enhancing the
value of our information services offerings to our clients.

Expand our Technology Services Offermgs

We intend to Ieverage our technology experuse and our client relatlonshrps to prov1de technology solutlons to our
clients that enhance their electronic trading capabilities and facilitate the electronic communication of order
information with their trading counterparties.

Pursue Select Acquisitions and Strategic Alliances . . . . Ce e ) v
“We: plan to continue to ‘increase and stppletent our interfial growth by enteringinto strategic alliances, or
acquiring businesses or technologies, that will enable us to entér new- markéts, provide new products-or services, or
otherwise enhance the value of our platform to our clients.

On October 26, 2012, we entered into an agreement to acquire all of the outstanding shares of Xtrakter from
Euroclear S.A./N.V. Xtrakter is a U.K.-based provider of regulatory transaction reporting, financial market data and
trade matching services to the European. securities markets. Fhe. acquisition of Xtrakter .will provide us with an
expanded set of technology solutions ahead of incoming regulatory mandates in Europe.

MarketAxess Electronic Tradin'g:Plat'form
Key Trading Functionalities
The key trading functionalities are detailed below.

Smgle Inquzry Tradmg Functzonalzty

We currently offer institutional iivestors the ability to request b1ds or offers ina smgle inquiry from-an unhrmted
number of our broker-dealer clients for U.S. high-grade corporate bonds, from up to six of our broker-déaler clients for
European high-grade corporate bonds and from up to 12 of our broker-dealer clients in emerging markets bonds.
Institutional investors can obtain bids or offers on any security posted in inventory or 1ncluded In the database avallable
on our platform.

ASAP and Holding Bin Trading Functionalities .

We provide both ASAP (“as soon as pos51b1e”) and Holdmg Bin tradlng protocols. In“the Holdmg Bin trading
protocol, institutional investor clients set the time when they would like all- of the broker-dealers’ prices or: spreads
returned to them, in order to have the ability to see all executable prices available at the same time. In the ASAP
trading protocol, institutional investor chents see each broker-dealer s pnce or spread as soon as 1t is entered by the
broker—dealer - k ~ ~i S ~ S T

List Trading Functionalify

We currently offer institutional investors the ability to request bids or offers on a-list of up to 40 bonds depending
on the market. This facilitates efficient trading for institutional investors such as investment advisors, mutual funds and
hedge funds. Institutional investors-are able to have multiple, lists-executable throughout the: tradmg day, enabhng them
to manage their. daﬂy cash flows, portfoho duration, .and.credit and sector exposure. S .
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Swap Trading Functionality

We currently offer institutional investors the ability to request an offet to purchase one bond and a bid to sell
another bond, in a manner such' that the two trades will be executed simultaneously, with payment based on' the price or
yield differential of the securities. - ' :

Market Lists

We offer institutional investors the ability to display live requests for bids and offers anonymously to the entire
MarketAxess trading community through our Market List functionality, thereby creating broader visibility of their
inquiry among market participarits and increasing the likelihood that the request results in a trade.

Inventory and Axes

The price discovery process includes the ability to view indications of interest from both broker-dealer clients and,
beginning in 2012, institutional investor clients inventory on our platform. Through the aggregated indication of
interest inventory, clients can search for bonds of interest and engage in electronic transactions.

Click-to-Trade

We have enhanced our trading system to provide pre-trade price discovery and fast-track execution for European
bonds. Click-to-trade functionality streams attributable pricing in European credit and rates instruments, submitted by
our pool of European dealers. Investor clients are able to:initiate an inquiry with a single click on the stacks of
distinctly displayed dealer bids and offers. Click-to-trade is offered alongside our existing Request for Quote product.
Although currently limited to European credit and rate instruments, click-to-trade functionality may be applied to
trading of other market sectors. I

Central Limit Order Book

We have offered central limit order book (“CLOB?) style trading for bonds and CDS in the past. While the
characteristics of the corporate bond market have not been conducive to continuous trading (as in equity markets), we
believe there is a sub-set of actively traded bonds and CDS that could benefit from CLOB trading.. We expect to re-
introduce CLOB trading in 2013. L ST :

Client-to-Dealer Trading
U.S. High-Grade Corporate Bonds

Our U.S. high-grade corporate bond business consists of U.S. dollar-denominated investment-grade debt issued by
corporations for distribution in the U.S. Both domestic and foreign institutional investors have access to U.S. high-
grade corporate bond trading on our electronic trading platform. Our 2012 trading. volume in the U.S. high-grade
corporate bond market was $367.7 billion. : ~

In the U.S. high-grade corporate bond markét, 58 broker-dealers utilize our platform, including all of the top:20
broker-dealers as ranked by 2012 U.S. corporate bond new-issue underwriting volume. Our broker-dealer clients
accounted for approximately 95% of the underwriting of newly-issued U.S. corporate bonds in 2012.

We offer our institutional investor clients aceess to a broad inventory of U.S. high-grade corporate bonds, which is
provided and updated daily by our broker-dealer clients. Our electronic trading platform allows institutional investors
to view bids and offers from one or more of our broker-dealer clients while permitting each party to know the identity
of its counter-party throughout the trading process. Our disclosed inquiry trading functionality combines the strength of
existing offline client/dealer relationships with the efficiency and transparency of an electronic trading platform. This
enables institutional investors to instantly direct trade inquiries and negotiations to their traditional broker-dealer or to
any of the substantial majority of the world’s leading broker-dealers who provide liquidity in these securities. Through
our Market List functionality, we also offer institutional investors the ability to display their live requests for bid and
offer lists anonymously to the entire MarketAxess trading community as a means of creating broader visibility of their
inquiry among market participants and increasing the likelihood that the request results in a trade.
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Institutional investors have access to the commingled inventory of our broker-dealer” clients, representing
indicative bids and offers. Each line item of inyentory represents.an indicative bid and/or offer on.a. particular-bond
issue by a particular broker-dealer client. Institutional investor clients are not restricted to. trading only.the bonds posted
as inventory, although many of the trades conducted on our platform are made from the posted inventory. To transact
in a specific bond that does not appear in inventory, institutional investors can easily search our database.and submit an
online inquiry to their chosen broker-dealers, who can respond with live, executable prices. While, on average,
institutional investor clients receive several bids or offers from broker-dealers in response to trade inquiries, some
inquiries may not receive any bids or offers. S R

“ Eu,.ro'bbr_zds. et L LemE B ’
MarketAxess Europe Limited, our wholly-owned U.K. subsidiary, - offets European: “secondary ‘trading
functionality in U.S. dollar- and Euro-denominated European corporate bonds to our broker-dealer and institutional
investor clients. We also offer our clients the ability to trade in other European high-grade corporate bonds, including
bonds issued in Pounds Sterling, floating rate notes, European government bonds and bonds denominated in non-core
currencies. We offered:the first platform in Europe with a multi-dealer disclosed counterparty trading capability for
corporate bonds. n.2009, MarketAxess:-Europe Limited- received FSA regulatory appioval.to trade on:a riskless
principal basis: In 2010, we launched a click-to-trade protocol for the European market. .- - T R
* In the Eurobond, cre;dit market, éé;ﬁ:ned'as' ihclu_ding Eiiropé;an .‘high—gra‘,de, Bigthigld and gbvemméﬁ;ﬂbbnds,_ 2 3

bfdker?.de?lers utilize. 'ouf 'plé;tfof(n; in_chidifxg 17 of the top 20 broker-dealers as ranked by 2012 European corporate

new-issue underwriting volume. On. a typical. day, institutional investors on our European. c;orporateborid:,»trad:i_ng

platform have ‘access to over 120,000 lines of streaming pre-trade price indications on over 14,000 individual
instruments covered on both the bid and offer side of the market. In a single inquiry, institutional investors can request
bids or offers from up to six of the broker-dealers who participate on the Europeanplatform. While' many of the trades
conducted on our platform are made from the posted inventory, institutional investor clients-are not restricted to trading
only the bonds posted as inventory. To transact in a specific bond that does not appear in inventory, institutional
investors can easily-search our database and submit an online inquiry to their chosen broker-dealers, who can respond
with live, executable pricés. While, on average, ‘institutional investor clients receive several bids or offers from broker-
dealers in response to trade inqbiries, some inquiries may not réceive any bids or offers: Our 2012-trading olumie in
the Eurobond market was $34.5 billion. B e LT i A

Emerging Markets Bonds _ '

~ Fifty-nine of our U.S. broker-dealer clients use our platform to {rade emerging markets bonds. Four hundred
nifiety-three active institutional investor clients utilized our electronic trading platform to trade emerging markets
bonds in 2012. These institutional investor clients are predominantly located in the U.S. and Europe. The emerging
markets countries whose bonds were most frequently traded on our platform in 2012 were Brazil, Mexico, Venezuela,
Russia and Argentina.

“We-also allow our institutional investor clients to transact "Euroclear-éligible-16cal currency denominated bonds
issied by sovereign entities or corporations in ¢ountriés that include Argentina, Brazil and Mexico. ~ © B

Crossover and High-Yield Bonds
Fifty-nine of our U.S. broker-dealer clients use our platform to trade crossover and high-yield bonds. Trading in

crossover and high-yield bonds uses many of the same features available in our U.S. high-grade corporate bond
offering. R g M It S :

" Agency Béﬁd& -
Forty-one of our U.S. broker-dealer clients use our platform to trade agency bonds. Trading in agency bonds uses
many of the same features available.in our U.S. high-grade corporate bond offering. - - e e

. Credit Default Swaps .. AR SRR - . SR SP N
-+ "We offer trading on our platform for CDS indices, index options and single-names in both the U.S: and Europé
through our traditional RFQ protocol. We are streaming executable dealer markets in €DS and European indices. Ten
of our broker-dealer clients are providing streaming, executable CDS index prices. We have incorporated the request-
for-market protocol and the streaming markets/click-to-trade protocol into an updated single-screen user interface,
giving clients full flexibility in their means of execution. With these features, we believe that we have developed much’
of the core technology needed to meet the anticipated regulatory requirements under the Dodd-Frank Act.
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. Asset-Backed Securities .

 “In 2011, we introduced ‘trading it cbﬁSuxﬁer—based-‘efsset{j-Backéd" securities and -non-agency residential and
comirhercial mortgage-backed securities. Twelve of our U.S. broker-dealer clients use ‘our platform to trade asset-
backed securities. Trading in asset-backed securities uses many of the same features ‘available in our U.S. high-grade
corporate bond offerings.. ¢ - ' ' TR I

Preferred Securities

In November 2010, we introduced trading in preferred securities. Seventeen of our U.S. broker-dealer clients use
our platform to trade preferred securities. Trading in preferred securities uses many of the same features available in
our U.S. high-grade corporate bond offering. . - - - , EEERE .

) DealeerQ;DeélEr deding RIS

- .Through our DealerAxess® platform, our broker-dealer clients can ‘access liquidity provided by. over 100 global,
regional .and specialist dealers. In addition. to - fully-disclosed RFQ trading, -we offer an anonymous RFQ trading
protocol for inter-dealer trading, helping dealers more-efficiently manage their bond inventory. We offer trading across
a wide range of fixed income products including high-grade, high-yield, emerging markets and U.S. agency bonds.
Dealers active ‘on our client-to-dealer platform benefit from' existing trade’ routing rules and books, straight-through
processing connectivity and trading’ APIs. Bond trades on DealérAxess® executed pursuant to the ‘anonymous protocol
afé condiicted with MarketAxéss as riskless principal and cleared and settled by an independent clearing broker. -

Informauonand A.nalytzihcal‘]_"bols._
" Corporate BondTicker™ ' , _
‘ Corporate Bond'l,‘i»ckerm' pro;'id‘esy real-time TRACE data and ehhances.it;._\&ith-, _.MarketAx;Sss ‘trade data and
analytical tools in order to provide professional market participants with a comprehensive set of corporate. bond price
information. The data include trade time, and sales information, including execution prices, as well as MarketAxess-
estimated spread-to-Treasuries, for trades disseminated by the TRACE system. The data also include actual execution
prices and spread-to-Treasury levels for U.S. high-grade corporate bond trades executed on the MarketAxess platform,

- Corporate BondTicker™ allows institutional investors to search for and sort bonds based upon specific criteria,
such as volume, time/date of transaction, spread change, issuer or security. This search function allows institutional
investors to compile information relating to potential securities trades in a fraction of the time that it takes to manually
compilé this information from disparate sources or other electronic databases, including direct TRACE feeds.

TRACE facilitates the mandatory reporting of over-the-counter secondary market transactions in eligible fixed-
income securities. All. broker-dealers . that are FINRA member firms have an obligation to- report transactions in
corporate bonds to TRACE under a set of rules approved hy the SEC. FINRA then publicly disseminates a portion of
this data, which is available free of charge on a delayed basis through the FINRA website or available immediately for
a set fee. : o

. Corporate BondTicker™ is integrated directly into the MarketAxess electronic trading platform and can be
seamlessly accessed, either when viewing securities inventory or when' launching an inquiry. Corporate BondTicker™
is also available through the Internet for non-trading professional market participants, including, among others,
research analysts and rating agencies, who can log in and access the information via an easy-to-use browser-based
interface.

We provide Corporate BondTicker™ as an ancillary ‘service to our trading -clienits and also to other industry
participants. We derive revenues from our Corporate BondTicker™ service by charging for seat licenses per user at our
broker-dealer and institutional investor clients, through distribution agreements with other information ‘service
providers and through bulk data sales to third parties. Seat license fees are waived for clients that transact a sufficient

volume of trades through MarketAxess.
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Additional analytical capabilities of our information services offerings aim to provide clients with more
information regarding bond prices and market activity, including asset swap spreads, turnover percentage and liquidity
ratios. These statistics measure a security’s trading activity relative to its amount outstanding and relative to the overall
market, respectively, providing an additional perspective on relative liquidity. In-addition, we provide pricing measures
to help institutional investors better assess the relative value of a corporate bond, providing more consistent relative
pricing information for institutional investors, such as offering spread data versus the interest rate swap curve and
versus the U.S. Treasury curve. Users are also able to download a variety of MarketAxess—compiléd trade reports
containing a comprehensive review of trading activity. Corporate: BondTicker™ . is currently the source -of corporate
bond trading information for The Wall Street Journal. ! ' : B :

‘We also offer a comprehensive set of reports designed to review and monitor credit trading activity for
institutional investor clients. These reports utilize extensive TRACE information and have a flexible interface to run
and save in a variety of formats for both compliance and management reporting. For example, the best execution report
provides a view of the savings generated by trading on our electronic trading platform and offers a quantitative
measure of the value of price discovery from multiple dealers. The report allows clients to monitor performance against
their own best execution policy. Our compliance product provides a printed history of each inquiry submitted through
the MarketAxess trading platform. : :

My Portfolio ' ‘ o AN
Institutional investors are able to upload their corporate bond portfolio to our electronic trading platform utilizing
the “My Portfolio” trading - feature. Institutional investors who utilize “My ‘ Portfolio” benefit from the ability to
automatically match inventory on our platform to bonds held in their portfolio, allowing them to more efficiently
launch an inquiry and transact in these securities. Users of this feature can also directly access Corporate BondTicker™
to obtain the trading history of the securities in their portfolio. co P :

Straight-Through Processing = ; o _ L

Straight-through processing refers to the integration of systems and. processes to-automate the trade process from
end-to-end — trade execution, confirmation and settlement — without the need for manual intervention. There are two
elements of straight-through processing: internal straight-through processing and external straight-through processing.
Internal straight-through ‘processing” relates to the trade and’ settlement processes that are internal to an industry
participant. For example, in the case of an institutional investor, this includes authorization of orders, placement of
orders with broker-dealers, receipt of execution details and allocation of trades. External straight-through processing
refers to connecting seamlessly t0°all external countérparts in the trading and settlement process. =~

Automation by way of straight-through processing improves efficiency throughout the trade cycle..We provide
broker-dealers and -institutional .investors with a range of tools that facilitate straight-through processing, including
order upload, easy-to-use online allocation tools and pre- and post-trade messaging .features that enable institutional
investors to communicate electronically between front- and back-office systems, thereby integrating the order,
portfolio management and accounting systems of our broker-dealer and institutional investor clients in real time. Our
straight-through processing tools can be customized to meet specific needs of clients: We continue to build industry
partnerships to assist our clients in creating connectivity throughout the trade cycle. Through these partnerships, we are
increasingly providing solutions that can quickly be deployed within our clients trading operations. ‘

Usage of Gﬁr s&aight-through procéssing tools-increésed significantly durihg the last severai years. The number of
investor client STP connections increased from 180 as of December 31, 2008 to 325 as of D¢cember 31, 2012.

Dealer API

We offer Applicatiori‘Pr(')grainnﬁng Interface (“API”) services to our broker-dealer clients for pre-trade, trade
negotiation and post-trade services. This allows for straight-through processing, which improves efficiency and reduces
errors in processing.

Technology Services

. Through our Greenline Financial Technologies, Inc. (“Greenline”) subsidiary, we provide integration, testing and
managemert solutions for FIX-related products and services. The FIX protocol is a messaging standard developed
specifically for the real-time electronic exchange of securities transaction information. Greenline’s CertiFIX product
enables firms to provide a reliable FIX certification environment for their trading counterparties. The VeriFIX product
is a testing suite that allows firms to thoroughly test counterparty FIX interfaces, protocol formats and supported
messages. Greenline’s MagniFIX product allows firms to monitor their enterprise-wide FIX installations on a real-time
basis. In addition, Greenline provides strategic consulting and custom development for its clients.
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We also provide technology -consulting and customized development services to our clients that leverage our
trading technology expertise and our existing technology solutions. Fees for such services are based on the complexity
and extent of the services provided. In addition, we provide gateway adapters to connect order management and trading
systems to fixed-income. trading venues. »

Sales and Marketing

.We promote our products and services using a variety.of direct and indirect sales and marketing strategies. Our
sales force is responsible for client acquisition activity and for increasing use of our platform by our existing clients.
Their goal is to train and support existing and new clients on how to use the system and to educate them as to the
benefits of utilizing an electronic fixed-income trading platform. We employ various strategies, including advertising,
direct marketing, promotional mailings and participation in industry conferences, to increase awareness of our brand
and our electronic trading platform. For example, we have worked with The Wall Street Journal to establish Corporate
BondTicker™ as the source of information for its daily corporate bond and high-yield tables.

Competition

The electronic trading industry is highly competitive and we expect competition to intensify in the future. We face
five main areas of competition:

o Telephone — We compete with bond trading business conducted over the telephone between broker-dealers
and their institutional investor clients. Institutional investors have historically purchased fixed-income securities
by telephoning bond sales professionals at one or more broker-dealers and inquiring about the price and
availability of individual bonds. This remains the manner in which the majority of corporate bonds are still
traded between institutional investors and broker-dealers.

e E-mail — We compete with bond trading business conducted via e-mail between broker-dealers and their
institutional investor clients. E-mail provides an éfficient means of initiating product and price discovery with a
large universe of potential trading partners. - :

* Other electronic trading platforms — T.heie_ are numerous other electronic trading platforms currently in
existence. Among others, Thomson TradeWeb and Bloomberg operate- multi-dealer to institutional investor
trading platforms for both fixed income securities and derivatives. The New York Stock Exchange also offers
exchange-style trading for corporate bonds. In addition, some broker-dealers and institutional investors operate
proprietary electronic trading systems that enable institutional investors to trade directly with a broker-dealer,
and/or with other institutional investors over an electronic medium. Additionally, as we expand our business
into new products, we will likely come into more direct competition with other electronic trading platforms or
firms offering traditional services. - , '

e Market data and information vendors — Several large market data and information providers currently have a
data and analytics relationship with virtually every institutional firm. Some of these entities, including
Bloomberg, currently offer varying forms of electronic trading of fixed-income securities, mostly on a single-
dealer basis. Some of these entities have announced their intention to expand their electronic trading platforms
or to develop new platforms. These entities are currently direct competitors to our information services business
and already are or may in the future become direct competitors to our electronic trading platform.

* Technology vendors — We compete with numerous providers of FIX message management tools and
connectivity solutions. The market for our technology products and services is fragmented and includes FIX
engine providers, testing, monitoring, certification and professional services firms and in-house technology and
development groups at virtually every institutional firm.

Competitors, including companies in which some of our broker-dealer clients have invested, have developed
electronic trading platforms or have announced their intention to explore the development:of electronic trading
platforms that compete or will compete with us. Furthermore, our broker-dealer clients have made, and may in the
future continue to make investments ‘in or enter into agreements with other businesses that directly or indirectly
compete with us. : ‘ : ’ '
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In general we compete on the basis of a number of key factors, including:

. broad network of broker—dealer and 1nst1tut10nal investor clients using our electromc tradmg platform
. 11qu1d1ty provrded by the participating broker—dealers,

. magmtude and frequency of price improvement;

* enhancing the quality and speed of execution;

. comphance beneﬁts,

* total transaction costs;

* technology capabilities, including the reliability and ease of use of our electronic trading platform; and

« - range of products and services offered.

We belieye that our ability to grov§l volumes and revenues will largely depend on our performance with respect to

these factors.

Our competitive position is also enhanced by the familiarity and integration of our broker-dealer and institutional

investor clients; with our electronic trading platform and other systems. We have focused on the unique aspects of the
credit markets we serve-in the. development of our platform working closely with our clients to provide a system that is
suited to their needs.; . : ~ :

o

Our broker-dealer clients have invested in building API’s with us for inventory contributions, electronic trading,

government bond benchmark pricing and post-trade messaging..We believe that we have successfully built deep roots
with our broker-dealer clients, 1ncreas1ng our level of service to them wh11e at the same time mcreasmg their
commitment to our services. - s : :

Furthermore, 325 of our institutional investor -clients: have built. interfaces to.enable them -to communicate

electronically between our platform and.their order, portfolio management and accounting systems. ‘We believe that
this increases the reliance of these institutional investor clients-on our services and creates significant competitive
barriers to entry.

Technology

The des1gn and quahty of our technology products are crrtlcal to our growth and -our abrlrty to execute. our

business strategy. Our electronic trading platform has been designed with secure, scalable client-server architecture that
makes broad. use of distributed computing toachieve speed, reliability and fault tolerance. ‘The platform. is built on
industry-standard. technologres and has been des1gned to handle many multrples of our current tradrng volume. .

Al critical server-srde components, pnmanly our networks, applrcatron servers and databases have backup

equipment running in the event that the main equipment fails.-This offers: fully redundant system capacity to maximize
uptime and minimize the -potential for loss of. transaction data in the event of an internal failure. We also seek to
minimize the impact of external failures by automatically recovering connections in the event of a communications
failure. The majority of our broker-dealer clients have réedundant dedicated high-speed communication paths to. our
network in order to -provide.fast data transfer. Our security measures .include. mdustry—standard commumcatlons
encryption. . L T : -

We have designed our application with an easy-to-use, Windows-based interface. Our clients are able to access

our electronic trading platform through a secure, single sign-on. Clients are also able to execute transactions over our
platform directly from their order management systems. We provrde users an automatic software update feature that
does not require manual intervention. , s -

Intellectual Property

We rely upon a combination of .copyright, patent, trade secret and trademark laws, Wwritten -agreements and

common law to protect our.proprietary technology, processes and other -intellectual property. Our software code,
elements of our electronic trading platform,-website and other. proprietary materials are protected by copyright laws.
We have been issued 11 patents; including five patents issued in 2009 covering. our most significant.frading protocols
and other aspects of our trading system technology, and additional patents are pending. .
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The written agreements upon which we ‘rely to protect our:proprietary technology, processes and intellectual
property include agreements desrgned to protect our trade secrets. Examples of these written agreements include third
party nondisclosure agreements, employee nondisclosure and inveritions assignment agreements, and agreements with
customers, contractors and strategic partners. Other written agreements upon which we rely to.protect our proprietary
technology, processes and intellectual property take many forms and contain prov1s1ons related to patent, copyright,
trademark and trade secret rights.

We have obtained U.S. federal registration of the MarketAxess® name and logo, and the same mark and logo have
been registered in several foreign jurisdictions. In addition, we have obtained U.S. federal registration for the marks
AutoSpotting®, FrontPage®, Actives®, DealerAxess® and associated designs and have a number of other registered
trademarks and service marks. Corporate BondTicker™ is a trademark we use, but it has not been registered.

In addition to our efforts to register our intellectual property, we believe that factors such as the technological and
creative skills of our personnel, new product and service developments, frequent enhancements and reliability with
respect to our services are essential to establishing and maintaining a technology and market leadership position.

Government Regulatlon

.The securities industry and financial markets in the U S. and elsewhere are subject to extensive regulation. As a
matter of public policy, regulatory bodies in.the {U.S. and the rest of the:world are charged with safeguarding the
integrity of the securities and other financial markets and with protecting the interests of investors participating in those
markets. Our active broker-dealer subsidiaries fall within the scope of their regulations.

Regulatwn of the U.S. Secuntles Industry and Broker-Dealers

In the U.S., the SEC is the govemmental agency responsrble for the admimstration of the federal securities laws.
One of our U.S. subsidiaries, MarketAxess Corporation, is registered with the SEC as a broker-dealer. It is also a
member of FINRA, a self-regulatory organization to which most broker-dealers -belong. In addition, MarketAxess
Corporation is*a member of the. Securities Investor: Protection Corporation, which provides certainprotection for
clients’ accounts in the event of a liquidation of a broker-dealer to the extent.any such accounts are held by the broker-
dealer.

Additionally, MarketAxess Corporation is registered with certain states and the District of Columbia as a broker-
dealer. The individual states and the District of Columbia are respons1b1e for the admimstration of their respective
“blue sky” laws, rules and regulatlons , -

:In. July 2010 the Dodd Frank Act was s1gned 1nto law. U S. fmancral regulators are in.the midst of an intense
period of rulemaking that is required to implement the provisions-of the Dodd-Frank Act, and market participants will
need to make strategic decisions in an environment of regulatory uncertainty. Among the most significant aspects of
the ‘derivatives section of the Dodd-Frank Act are mandatory clearing of certain derivatives transactions (“swaps”)
through regulated central clearing.organizations and mandatory trading of those swaps through either regulated
exchanges or swap execution facilities, in each case, subject to certain key exceptions. As with other parts of the Dodd-
Frank ‘Act, many of the details of the new regulatory. regime relating to swaps- are left to the regulators to determine
through rulemaking.. While we expect that the CFTC and SEC:will adopt rules that detail the new regulatory regime
regarding the swaps market place in 2013; no assurance-can-be given regarding when, or whether, such rules will be
finalized and implemented. Subject to such rulemaking, we currently expect to establish and operate a swap execution
facility and/or a security-based swap execution facility.

Regulatwn of the Non-U S. Secuntws Industries and Investment Servzce Providers

The securities industry and ﬁnanc1al markets in the UK., the European Union and elsewhere are subject to
extensive regulation. MarketAxess Europe Limited may fall within the scope of those regulations depending on the
extent to which it is characterized as providing a regulated investment service.

Our principal regulator in the U:K. is the FSA. Our subsidiary, MarketAxess Europe: Limited, is registered as a
Multilateral Trading Facility (“MTF”) dealer: with the FSA. Xtrakter Limited is registered, and upon consummation of
the pending acquisition will continue to-be registered, as an Approved: Reporting Mechanism. with the FSA. Xtrakter
also has “recognized status” in.France, the Netherlands and' Belgium in connection with the submission of transaction
reports to regulators. : : :
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The securities industry in the member states of the European Union is regulated by agencies in each member state.
European Union measures provide for the mutual recognition of regulatory agencies and of prudential supervision
making possible the grant of a single authorization for providers of investment services, which, in general, is valid
throughout the European Union. As an FSA approved MTF, MarketAxess Europe Limited receives the benefit of this
authorization.

Similar to the U.S., regulatory bodies in Europe and elsewhere are developing new rules for derivatives trading:
For example, the European Parliament and the EU Council of Ministers endorsed an agreement that will, among other
things, require central clearing of standardized OTC derivatives and the reporting of all derivatives (OTC or otherwise)
to trade repositories. However, it is not yet clear whether there will be any requirement in the EU to trade standardized
CDS contracts on regulated exchanges or trading platforms. - . ,

Our Canadian subsidiary, MarketAxess Canada Limitéd, is registered as an Alternative Trading System dealer
under the Securities-Act of Ontario and is a member of the Investment Industry Regulatory Organization of Canada.

Employees

As of December 31, 2012, we had 240 employees, 194 of whom were based in the U.S. and 46 of whom were
based outside of the U.S., principally in the U.K. None of our émployees is represented by a labor union. We consider
our relationships with our employees to be good and have not experienced any interruptions of operations,due to labor
disagreements.
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Company Information

MarketAxess was incorporated in Delaware in April 2000. Our Internet website address is www.marketaxess.com.
Through our Internet website, we will make available, free of charge, the following reports as soon.as Teasonably
practicable after electronically filing them with, or furnishing them to, the SEC: our annual report on Form 10-K; our
quarterly reports on.Form 10-Q;.our.current reports on Form 8-K; and amendments to.those. reports filed or furnished
pursuant to Section 13(a) of the Securities Exchange Act of 1934, as amended.. Our Proxy Statements for our Annual
Meetings are also available through our Internet website. Our Internet website and the information contained therein or
connected thereto are not intended to be incorporated into this Annual Report on Form 10-K. You may also obtain
coples of our reports w1thout charge by wrltlng to

MarketAxess Holdmgs Inc.
299 Park Avenue
“New York, NY 10171
" “Attn: Investor Relations’”

Our Board of Diréctors has  standing “Audit, ' Compénsation, Investment, and ‘Nominating and Corporate
Governance Committees. Each of these committees has a written charter approved by our Board of Directors. Our
Board of Directors has also adopted a set of Corporate Governance Guldehnes Coples of each commrttee charcer
along w1th the Corporate Governance Gmdelmes are also posted on our webs1te ‘

You may read and copy any documert we file with the SEC at the SEC’s public reference room at 100 F Street,
NE, Room 1580, Washmgton DC 20549. Picasé call the SEC ' af 1-800-SEC- 0330 for information on the public
reference room. The SEC maintains an Internet website that contains annual, quarterly and current reports; proxy and
information statements and other information that issuers (1nclud1ng the Company) file electromcally with the SEC.
The SEC’s internet websrte 1s www sec. gov -

We have obtained federal registration of the MarketAxess® name and logo, as well as for the marks Auto-
Spotting®, BondLink®, Actives®, FrontPage® and DealerAxess®. We also have a number of other registered
trademarks, service mark applications and trademark applications. Other trademarks and service marks appearing in
this Annual Report on Form 10-K are the property of their respective holders. -
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Item 1A. Risk Factors.

Risks Related to Our Business
Global economic, political and market factors beyond our control could reduce demand for our services, and our
profitability and business could suffer.

The global financial services business is, by its nature, nsky and volatile and is directly affected by many national
and international factors that are beyond our control. Any one’ ‘of these factors may cause a substantial decline in the
U.S. and/or global financial services markets, resulting in reduced trading volume. These events ‘could have a material
adverse effect on our business, financial condition and results of operations. These factors include:

« economic and political conditions in the United States, Europe and elsewhere;

« adverse market conditions, including unforeseen market closures or other disruptions in trading;

e broad trends in business and finance;

* consolidation or contractlon in the number of broker-dealers

e actual or threatened acts of war or terrorism or other armed hostlhtles,

« concerns over inflation and weakening consumer confidence levels;

« the availability of cash for investment by mutual funds and other wholesale and retail investors;

+ the level and volatility of interest and foreign currency exchange rates;

o concerns over credit default or bankruptcy of one or more sovereign nations or corporate entities; and
. ~1eg1slat1ve and regulatory changes '

Any one or more of these factors may contribute to réduced activity and prices in the securities markets generally.

Our revenues and profitability are likelyto decline s1gmﬁcantly dunng penods of stagnant economic COndltIOIlS or low
trading volume in the U.S. and global financial markets ‘

Decreases in trading volumes in the fixed-income markets generally or on our platform would harm our business
and profitability.

We have experienced significant decreases in overall trading volume in the past and may experience similar
decreases in trading volume in the future. Declines in the overall volume of fixed-income securities trading and in
market liquidity generally, as well as declines in interest rate volatility, could result in lower revenues from
commissions for trades executed on our electronic trading platform and fees. generated from related activities.

Likewise, decreases.in our share of the segments of the ﬁxed—mcome trading markets in which we operate, or
shifts in trading volume to segments of clients which we have not penetrated, could result in lower trading volume on
our platform and, consequently, lower commissions and other revenue. During penods of increased volatility in credit
markets, the use of electronic. trading . platforms by market participants may decrease dramatically as institutional
investors:seek to obtain.additional information during the trade process through conversations with broker-dealers. In
addition, dunng rapidly moving markets, broker-dealers are less likely to post prices electronically.

A decline in traﬂing volumes on our platform for any reason would negatively affect our commission revenue and
may have a material adverse effect on our business, financial condition and results of operations.

22



We face substantial competition that could reduce our market share and harm our financial performance.

The fixed-income securities industry generally, and the electronic financial services markets in which we operate
in particular, are highly competitive, and we expect competition to intensify in the future. We will continue to compete
with bond trading conducted directly between broker-dealers and their institutional investor clients over the telephone
or electronically. In addition, our current and prospectlve competitors are numerous and include:

o other multi-dealer tradmg compames,‘ B
¢ market data and 1nformat10n vendors;

* securities and futures exchanges;

* inter-dealer brokerage firms;

* electronic communications networks;

* technology, software, information and media or other companies that have ex1st1ng commercial relationships
with broker-dealers or institutional investors; and

* other electronic marketplaces that are not currently in the securities business.

Many of our current and potential competitors are more established and substantially larger than we are and have
substantially greater market presence, as well as greater financial, technical, marketing and other resources. These
competitors may aggressively reduce their pricing to enter into market segments in which we have a leadership
position today, potentially subsidizing any losses with proﬁts from trading in other fixed-income or equity securities. In
addition, many of our competitors offer a wider range of services, have broader name recognition and have larger
customer bases than we do. Some of them may be able to respond more quickly to new or evolving opportunities,
technologies and customer requirements than we can and may be able to undertake more extensive promotional
activities. :

Any combination of our competitors may enter into joint ventures or consortia to provide services similar to those
provided by us. Current and new competitors can launch new platforms at a relatively low cost. Others may acquire the
capabilities necessary to compete with us through acquisitions.- We expect that we will potentially compete with a
variety of companies with respect to each product or service we offer. If we are not able to compete successfully in the
future, our business, ﬁnancml condition and results of operations would be adversely affected

Neither.the: sustamabtltty of our current level of business nor any future growth can be assured Even if we do
experience growth, we cannot assure you.that we wzll grow profitably.

The success of our business strategy depends in part on our ability to mamtaln and expand the network of broker-
dealer and institutional investor clients that use our electronic trading platform. Our business strategy also depends on
increasing the use of our platform by these clients. Individuals at broker-dealers or institutional investors may have
conflicting interests, which may discourage their use of our platform.

Our growth is also dependent ‘on our ability to diversify our revenue base. We currently derive approximately 60%
of our revenues from secondaxy tradmg in U.S. high-grade ‘corporate bonds. Our long—term business strategy is
dependent on expanding our service ‘offerings ‘and i increasing our revenues from other fixed-income products and other
sources. We cannot assure ‘you that our efforts will ‘be successful or result in increased revenues or continued
profitability. We have experienced significant growth in‘trading volumes, revenues and profitability over the past three
years. We cannot assure you that our busmess will continue to grow at a similar rate, if at all '
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Because we operate:in a rapidly evolving.industry, it is difficylt to evaluate our business and prospects.

We face risks and difficulties frequently experienced by companies operating in rapidly evolving industries, such
as the electronic financial services industry. These risks-and d;fﬁcultres include, but-are not hrruted 10, our ability to:

o attract and retain broker-dealers and 1nst1tut10nal 1nvestors on a cost-effecuve bas1s

* respond effectlvely to the loss of any of our broker-dealer chents due to merger, consohdatron bankruptcy,
liquidation or other cause, including, among other things, the collection of any amounts due’ from such clients;

« expand and enhance reliable and cost-effective product and service offermgs to our chents
» respond effectively to competitive pressures; o

« diversify our sources of revenues;

. mamtam adequate control of our expenses;

. operate support expand and develop our operat1ons technology, webs1te software commun1cat10ns and other
systems;

» manage growth in personnel and operationIS'
* increase awareness of our brand or market pos1tlon1ng,
. ~expand our sales and marketing programs;.
~+ take advantage of ac'(;[uisitiOns, strategic alhancesand 'olthver’ opportunities; and

-+ respond to regulatory changes or demands.

If we are unsuccessful in addressing these risks or in executing our business strategy, our business, financial
condition and results of operations may suffer.

We may enter into new fee plans,.the inzpact of. whiclt may bevd'z:ff"icult to evaluate.

"From time to time we have and may introduce new fee plans for the U.S: thh grade corporate bond, Eurobond
and other market segments in which we operate. Any néw fee plan may includé different fee structures or prov1de
volume incentives. We cannot assure you that any new fee plans will result in an increase in the volume of transactions
effected.on our platform or that our-revenues will increase as a result of.the implementation of any such fee plans: It is
possible that our broker-dealer or institutional investor clients could respond. to a new fee plan by either reducing the
amount of their business conducted on our platform or terminating their contractual relatlonshlp with us, which could
have an adverse 1mpact on our fees and otherw1se have a materral adverse effect on our busmess financial condition
and results of operatlons

oLt e

We are exposed to risks resulting from non-performance by counterpames to certain transactions executed between
our clients in which we act as-an mtermedzaty in matchmg back-to back bond trades.

vt

. We execute certain bond transactlons between and among 1nst1tut1ona1 mvestor and broker—dealer clients on a
riskless principal t basis by serving as counterparty to both the buyer and the seller in matching 1 back-to-back trades,
which are then. settled through a third-party cleanng orgamzanon MarketAxess Corporation, our U.S. subsidiary, and
MarketAxess Europe Limited, our UK. subsidiary, act as 1ntermed1ary on a riskless pnncrpal basis in these bond
transactions by serving as counterparty to the two clients involved. Settlement typically occurs within one to three
trading days after the trade date. Cash settlement of the transaction occurs upon receipt or delivery of the underlying
instrument that was traded.

We are exposed to credit risk in our role as trading counterparty to our clients executing bond trades on our
platform. We are exposed to the risk that third parties that owe us money, securities or other assets will not perform
their obligations. These parties may default on their obligations to us due to bankruptcy, lack of liquidity, operational
failure or other reasons. Adverse movements in the prices of securities that are the subject of these transactions can
increase our risk. Where the unmatched position or failure to deliver is prolonged there may also be regulatory capital
charges required to be taken by us. There can be no assurance that the policies and procedures we use to manage this
credit risk will effectively mitigate our credit risk exposure.
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We have policies and procedures in place to identify and manage our credit risk. There can be no assurance that
the policies and procedures we use to manage thrs credit risk will effectively mitigate our credit risk ‘exposure. Some of
our risk management procedures are reliant upon the evaluation of information regarding thé fixed income markets, our
clients or other relevant matters that are publicly available or otherwise acquired from third party sources. Such
information may not be accurate, complete, or properly assessed and mterpreted by us. If our risk management
procedures fail, our business, financial condition and results of operations may be adversely affected. Furthermore, our
insurance policies may not provide full protection from such risk. :

We are dependent on our broker-dealer clients, who are not restricted fre}n buying and selliné fzned-income
securities, directly or through their own proprietary or third-party platforms, with institutional investors.

We rely on our broker-dealer clients to provide product and-liquidity on our electronic: trading platform by posting
bond prices on our platform for bonds in their inventory and responding to institutional investor client inquiries. The
contractual obligations of our broker-dealer clients to us are minimal, non-exclusive and terminable by such clients.
Our broker-dealer clients buy and sell fixed-income securities through traditional methods, including by, telephone and

e-mail messaging, and through other electronic trading platforms. Some of our broker-dealer clients have developed
electronic trading networks that compete with us or have announced their intention to explore the development of such
electronic trading networks, and most of our broker-dealer and institutional investor clients are involved in other
ventures, including other electronic. trading platforms or other distribution channels, as trading participants- and/or as
investors. These competing trading platferms may. offer some features that we do not currently offer. Accordingly,
there can be no assurance that such broker-dealers’ pnmary commitments will not be to one of our competitors. In
addition, there has been significant consolidation arnong firms in the bankmg and’ f' nancial services’ industries over the
past several years. Further ¢onsolidation; mstablhty, and layoffs 1n the ﬁnan01al services’ mdustry could result in a
smaller client base and herghtened compeutron

Any reductron in the use of our electromc tradrng platforrn by our Abroker-dealer chents could reduce the number
the use of our platform By our institutional investor clients, The 06currence of any of the foregomg may have a materral
adverse effect on ‘our business, ﬁnanmal conditlon and results of operatrons

We could lose szgmﬁcant sources of revenue and tradmg volume zf we lose any of our szgmﬁcant mstztutzonal
investor clients.

We rely on our institutional investor clients to launch i inquiries over our tradmg platform A hmrted number of
such clients can account for a significant portion of our trading volume: One inistitutional investor client accounted for
approximately 13.5%; 14:6% and 15.8% of trading’ volumes'during'the years ended December 31, 2012, 2011 and
2010, respectively. This institutiondlinvestor client also beneficially owns approximately 7% of the outstanding shares
of our common stock. The contractual obligations of out institutional investor clients to us are minimal, non- -exclusive
and terminable by such clients. Our institutional invéstor”clients buy and sell fixedincome - securities through
traditional methods, including by telephone and e-mail messaglng, and through other electromc tradmg platforms

There can be no assurance that we will be able to retain our major institutional investor clients or that such clients
will continue to use our trading platform. The loss of any major institutional inyestor client or any reduction in the use
of our electronic trading platform by such cllents could have a matenal adverse effect on our business, fmancral
condition and results of operatlons

1
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If we expenence stgnzﬁcant ﬂuctuatwns in our operatmg results or fall to meet revenue and eammgs expectatzons,
our stock pnce may fali raptdly and w:thout advance notlee. N

Our revenues and operatinig results may. fluctuate due to a number of factors mcludmg
* the unpredictability of the financial services industry;
* difficulty-in quickly adjusting our-expense base if revenues fall short of expectations; -

* our ability to retain exrstmg broker-dealer and lnstltutronal investor clients and attract new broker—dealer and
institutional investor clients; L ey : Beln o ‘

-+ our ability to drive an increase in use of our electronic trading platform by new and existing broker-dealer and
institutional investor clients;
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o changes in our pricing policies; - J .
* the int;og_iuctiq_ri of new féat'ufevs‘ on our é]egprdﬁic tradmg ﬂpllatlfop;r:;i -
« the éffectiveness of our sales force; - : *
* new product andée_ﬁrvice intr‘o.ducl::ciokns‘by‘ our .(__:&ompetitqrs;' :
« fluctuations in overall market trading volume;
¢ technical difficulties or interruptions in our ser_vice; v
. generﬂ economic conditions in (Silr geégréphié markets; -
_ e additional investment in our services or operations; and

» regulatory cdmpliaxicc costs. “

As a result, our operating results may fluctuate significantly on a quarterly basis, which could result in decreases
in our stock price. - N ’ B o '
We may not be able to introduce enhanced versions: of our electronic trading platform, new services and/or service
enhancements in a timely or acceptable manner, which could harm our competitive peosition. ~

‘Our business environment is characterized by rapid tééh_nblbgicél ..ghainge, changing and increasingly sophisticated
client demands and evolving industry standards. Our. future will depend on our ability to develop and introduce new
features to, and new versions of, our electronic trading platform. The success of new features and versions depends on
several factors, including the timely completion, introduction and market acceptance of the feature or version. In
addition, the market for our electronic_trading platform may be limited if prospective clients require customized
features or functions that we are unable or unwilling to provide. If we are unable to anticipate and respond to the
demand for new /servic;éé, ’pr(_)duc‘ts and technO}qgie$ and develop new features and enhanced versions of our electronic
trading platform that achieve widespread levels of market acceptance on a timely and cost-effective basis, it could have
a material adverse effect on our business, financial condition and results of operations. '

As we enter new markéts, we may not be able to successflﬁly attract clients and adapt our technology and marketing
strategy for use in those markets.

Our strategy includes leveraging our electronic trading platform to enter new markets. We cannot assure you that
we will be able to successfully adapt our proprietary software and technology for use in other markets. Even if we do
adapt our software and technology, we cannot assure.you that we will be able to attract .clients and compete
successfully in any such new markets. We cannot assure you that our marketing efforts or our pursuit of any of these
opportunities will be successful. If these efforts are not.successful, we may realize less.than expected earnings, which
in turn could result in a decrease in-the market value of our common stock. Furthermore, these efforts may divert
management attention or inefficiently utilize our resources.

Ra_pg"d mark’et:‘or technalo"gicai 'char;g’e; may’ren'd'ér oigr technology o"bso‘let'e‘ or decrease the attractiveness of our
products and services to our broker-dealer and institutional investor clients. :

We must continue to enhance and improve our electronic trading platform. The electronic financial services
industry is characterized by significant structural changes, increasingly complex systems and infrastructures, changes
in"clients’ needs and preferences and new business models. If new industry standards and practices emerge and our
competitors release new technology before us, our exisﬁné"'technbiogy, systems and electronic trading platform may
become obsolete or our existing business may be harmed. Qur future success will depend on our-ability to:

« enhance our existing products and services;

. develop and/or license new products and technologies that address the increasingly sophisticated and varied
 needs of our broker-dealer and institutional investor clients and prospective clients;

« continue to attract highly-skilled technology personnel; and
s respond to technological advances and emerging industry standards and. practices on a cost-effective and timely

basis.
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Developing -our electronic trading platform and-other technology :entails significant technical and business risks.
We may use new technologies ineffectively; or we may fail to.adapt our -electronic trading platform; information
databases and network infrastructure to broker-dealer or institutional investor client requirements or emerging industry
standards. For example, our electronic trading platform functionality that allows searches and inquiries on bond pricing
and availability is a critical part of our service, and it. may. become out-of-date or insufficient from our broker-dealer
clients’ -or institutional investor clients’. perspective: and. in: relation . to the inquiry functionality of our competitors’
systems. If we face material delays. in introducing new services, products and enhancements, our broker-dealer and
institutional investor clients may forego the use of our products.and use those of our competitors.

Further, the adoption of Dew, Internet networkmg or, telecommumcatlons technologies may require us to devote
substantral resources to mod1fy and .adapt our services. We cannot assure you that we W111 be able to successfully
implément new technologles or adapt our propnetary technology and transactlon—processmg systems to client
requlrements or emerging industry standards. We cannot assure you that we will be able to respond i ina trmely manner
to changing market conditions or cliént requirements. :

We depend on third-party suppliers for key products and services.

"We rely on a number of third parties to supply elements of our trading, information and other systems, as well as
computers and other equipment, and related support and maintenance. We cannot assure you that any of these
providers will be able to.continue to provide these services in an efficient, cost-effective manner, if at all, or that they
will be able to adequately expand ‘their services to meet our needs. If we are unable to make alternatlve arrangements
for the supply of critical products or services in the event of a malfunction of a product or an interruption in or the
cessation of service by an existing service provider, ourbusiness, ﬁnanmal condition ‘and results of -operations could be
materially adversely affected.

In particular, we depend on a third-party vendor -for.our corporate bond reference database. Disruptions in the
services provided by that third party to us, including as a result of their inability or unwillingness to continue to license
products that are critical to the success of our business, could have a material adverse effect on our busrness, financial
condition and results of operations.

We also rely, and expect in the future to continue to rely, on third parties for various computer and
communications systems, such as telephone companies, online service providers, data processors, and software and
hardware vendors. Other third parties provide, for instance, our data center, telecommunications_access lines and
51gn1ﬁcant computer systems and software licensing, support and maintenance services. Any interruption in these or
other third-party services or deterioration in their performance could impair the quality of our service. We cannot be .
certain of the financial viability of all of the third parties on which we rely.

We license software from third parties, much of which is integral to our electronic trading platform and our
business. We also hire contractors to assist in the development, qualityassurance testing and ‘maintenance of our
electronic trading platform and other systems. Continued access to these licensors and contractors on favorable contract
terms or access to alternative software and information technology contractors is important to our operations. Adverse
changes in any of these relationships could have a material-adverse effect on our business, financial condition and
results of operations.

We attempt to negotiate favorable pricing, service, confidentiality and intellectual property ownership or licensing
and other terms in our contracts with our service providers. These contracts usually have multi-year terms. However,
there is no guarantee that théseé ‘contracts will not terrinate and that we will be able to negotiate successor agreements
or agreements with alternate service providers on competitive terms. Further, the existing agreements may bind us for a
period of time to terms and technology that become obsolete as our industry and our competltors advance their own
operations and contracts. :

Our success depends on maintaining the integrity of our electronic trading platform, systems and infrastructure;
our computer systems may suffer failures, capacity constraints and business mterruptmns that could increase our
operating costs and cause us to lose clients.

In order to be successful, we must provide reliable, secure, real-time access to our electronic trading platform for
our broker-dealer and institutional investor clients. If our electronic trading platform is hampered by slow delivery
times, unreliable service or insufficient capacity, our broker-dealer and institutional investor clients may decide to stop
using our platform, which would have a material adverse effect on our business, financial condition and results of
operations.
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As our operations giow-in both size and scope; we will need to improve and upgrade our electronic trading
platform and infrastructure to accommeodate potential increases in order message volume and trading volunie, the
trading practices of new and existing clients, regulatory changes and the development of new and enhanced trading
platform features, functionalities and ancillary products and services. The expansion of our €lectronic trading platform
and infrastructure has required; ‘and will continue to require, substantial financial, operational and technical resources.
These resources will typically -need to be comrhitted well in advance of ‘any actual increase in trading volumes and
order messages. We cannot assufé:you that our estimates of future trading volumés and order messages will be accurate
or that our systems will always be able to accommodate actual trading volumes and order messages without failure or
degradation of performance. Furthermore, we use new technologies to upgrade our established systems, and the
development of these new technologles. also entails techmcal ﬁnancml and business risks. We cannot assure yol that
we will successfully 1mplement new techriologies or adapt our’ ex1stmg electronic tradmg platform, technology and
systems to the requirements’ of our’ broker—dealer and institutional investor clients or to emerging mdustry standards.
The inability of our electronic trading platform to accommodate i mcreasmg tradmg volume and order messages would
also constrain our ability to expand our business.

We cannot assure you that we, or our third party service providers, will not experience systems failures. Our
electronic trading platform, computer and communication-systems-and other operations are: vulnerable to damage,
interruption or failure as a result of, among other things: -

’ 1rregu1ar or heavy use of our electromc trading platform durmg peak tradmg times or at trmes of unusual market
volat1l1ty,

*. power or telecommumcatlons farlures hardware fa11ures or software eLrorS;
* human error;

e computer viruses, acts. of vand'rhsm or sabotage (and resultmg potential lapses in secunty) both internal and
T external' 4 e : Lo

~« natural dlsasters ﬁres ﬂoods or other acts of God;
* acts of war or terrorlsm (1ncludmg cyberterrorrsm) or other armed hostllrty,
. cybersecurlty breaches and :
* loss of support services from third parues mcludmg ‘those to- whom we outsource aspects of our computer
'1nfrastructure crrt1cal to’ our busmess
In the event that any of our systems, or those'of our third-party providets, fail or operate slowly, it may cause any
one or more of the followmg to occur:
* unanticipated drsruptlons in service to our cl1ents,
. dlstrrbutron of untrmely or maccurate market data to customers who rely on this data for their trades;
* slower response times or delays in our cl1ents trade execution;
* incomplete or inaccurate accounting, recordmg or processmg of trades;
« ‘financial losses and 11ab1ht1es to cllents, ,
. 'htlgatron or other claims agamst us, mcludmg formal complamts to mdustry regulatory orgamzatrons, and
. regulatory 1nqu1r1es proceedlngs or sanctrons
Any system failure that causes an interruption in service or decreases the responsiveness of our service, including
failures caused by client error or misuse of our systems, could damage our reputation, business and brand name and

lead our broker-dealer and institutional investor clients to decrease or cease their use of our electronic trading platform.

fam e
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In these circumstances, our redundant systems or disaster-recovery-plans may not be adequate. Simiilarly, although
many of our contracts-with: our servicé ‘providers require them to have disastér recovery plans, we cannot be certain that
these will be adequate- or-implemented properly In addltlon our busmess mterruptmn insurance may not adequately
compensate us for losses that may occur.’ : .

We also cannot assure you that we have sufficient personnel to properly respond to system problems. We
internally support and maintain-many of our coniputer systems and’ networks, including those underlying our electronic
trading platform. Our failure to monitor or maintain these'systems and networks or, if necessary, to find a replaceinent
for this technology in a timely and cost-effective manter' ‘would have a material adverse effect on our business,
financial condition and results of operat10ns. e :

Our systems and those of our thlrd party servzce provzders may be ‘vilnerable t6 cybersecunty risks. If our security
measures are breacked and unaathonzed access zs obtamed to our electromc trading platform, our business could
suffer a matertal adverse effect ' ‘

Our electronic tradmg platform involves the storage and transrmssmn of our chents propnetary 1nformat10n The
secure storage and transmission of conﬁdentlal information over, publrc networks is a cntrcal element of our operations.
Cyber attacks .on .our systems  or. the systems,.of, our th1rd party service prov1ders could expose us to a risk of
misappropriation. of thls 1nformat10n, leading to htrgatlon and possible. liability. If our security measures are breached
as a result of th1rd-party action, employee error, malfeasance or otherwise, and, as -a result, someone obtains
unauthorized access to trading or other confidential information, our reputation could be damaged, our business may
suffer and we could incur significant liability. Any such breach could compromise our networks and the information
stored there could be accessed, publicly disclosed, lost or stolen..Because techniques used to obtain unauthorized
access or to sabotage computer systems change frequently and generally are not recognized until launched against a
target, we may be unable to anticipate these techniques or to implement adequate preventive measures. Any
cybersecurity breach may have a material adverse effect on our business, financial condition and results of operations.
A cyber attack or security breach on our. system .or. that of a third party service provider could manifest in different
ways and could lead to any number of harmful consequences, including but not limited to:

 misappropriation of financial assets, intellectual property or sensitive 1nformat10n belongmg to us, our clients or
our third party service providers; :

.+ corruption of data or causing operational disruption through computer viruses or phishing; and -
» denial of service attacks to prevent users from accessing our-platform: o

Our remediation costs and lost revenues, could be significant if we fall victim to a cyber attack. If an actual,
threatened or percelved breach of our secunty occurs the market percept1on of the effectiveness of our security
measures could be hanned and could cause our broker- dealer and institutional investor clients to reduce or stop their
use of our electromc tradmg platform We may be requlred to expend s1gn1ﬁcant resources to repalr system damage,
protect against the threat of future security breaches or to allev1ate problems including reputational harm, loss of
clients and revenues and litigation, caused by any bréaches. We may be found liable to our clients for any stolen assets
or misappropriated confidential information. Although we intend to continue to 1mp1ement mdustry—standard security
measures, we cannot assure you that those measures: wrll be sufficrent Syt : :

We may not be able to protect our mtellectual property nghts or technology eﬁectwely, whrch would allow
competitors to duplzcate or rephcate our electromc tradmg platform. Thzs could adversely affect our abzlzty to

compete

Intellectual property is cr1t1ca1 to ¢ our, success and ab QI to compete “and if we fail to protect our 1nte11ectual
property nghts adequately, our compet1tors rmght ‘gain access to our technology We rely pnmanly on.a combination
of patent, copyright, trademark and trade secret lNaws in the Umted States and other Junsd1ct10ns as well as license
agreements, third-party non-disclosure and other agreements ‘and other contractual provisions and technical measures
to protect our intellectual property rights. We attempt to negotiate beneficial intellectual property ownership provisions
in our contracts and also require employees, consultants, advisors and collaborators to enter into confidentiality
agreements in order to protect the confidentiality of our proprietary information. We have received 11 patents and have
filed patent applications covering aspects of our technology and/or business, but can give no assurances that any such
patents will protect our business and processes from competition or that the patents applied for will be issued.
Additionally, laws and our contractual terms may not be sufficient to protect our technology from use or theft by third
parties. For instance, a third party might reverse engineer or otherwise obtain and use our technology without our
permission and without our knowledge, thereby infringing our rights and allowing competitors to duplicate or replicate
our products. Furthermore, we cannot assure you that these protections will be adequate to prevent our competitors
from independently developing technologies that are substantially equivalent or superior to our technology.
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We may have legal or contractual rights that we could assert against illegal use of our intellectual property rights,
but lawsuits claiming infringement or. misappropriation are- complex and:expensive; and the outcome would not be
certain. In addition, the laws of some countries in which we now or in the future provide our services may not protect
software and intellectual property rights to the same extent as the laws of the United States.

Defending against intellectual property infringement or other claims could be expensive and disruptive to our
business. If we are found to infringe the proprietary rights of others, we could be requzred to redesign our products,
pay royalties or enter into license agreements with third parties.

In the technology industry, there is frequent litigation based on allegations of infringement or other violations of
intellectual property rights. As the number of participants in our market increases and the number of patents and other
intellectual property regrstratlons increases, the possrblhty of an intellectual property c1a1m agamst us grows. Although
we have never been the subject of a material intellectual property dispute, we cannot assure you that a third party will
not assert in the future that our technology or the manner in which we operate our business violates its intellectual
property rights. From time to time, in the ordinary course of our business, we may become subject to legal proceedings
and claims relating to the intellectual property rights of othérs, and we expect that third parties may assert intellectual
property claims against us, particularly as we expand the complexity and scope of our business, the number of
electronic trading platforms increases and the functionality of these platforms further overlaps Any claims, whether
with or without merit, could

* be expensive and time- -consuming to defend
* prevent us from operating our business, or portlons of our business;

* cause us to cease developing, hcensmg or using all or any part of our electromc tradmg platform that
incorporates the challenged intellectual property; :

* require us to redesign our products or services, which may not be feasible;
* result in significant monetary liability;
* divert management’s attention and resources; and

* require us to pay royalties or enter into licensing agreements in order to obtain the nght to  use necessary
technologies, which may not be possible on commercially reasonable terms. .

We cannot assure you that third parties will not assert ‘infringement claims against us in the future with respect to
our electronic tradmg platform or any of our other current or future products or services or that any such assertion will
not require us fo cease providing such services or products, try to redesign our products or services, enter into royalty
arrangements, if available, or engage in litigation that could be costly to us. Any of these events could have a material
adverse effect on our business, financial condition and results of operations. -

If we acquire or invest in other businesses, products or technologies, we may. be unable to integrate them with our
business, our financial performance may be lmpazred or we may not reallze the anticipated financial and strategic
goals for any such transactions. ’ ‘

We have in the past and may in the future acqulre or invest in compames products or technologies that we believe
are strategic. On October 26, 2012, we entered into an agreement to acquire all of the outstanding shares of Xitrakter.
We may not be able to identify, negotiate or finance any future acquisition or investment successfully. Even if we do
succeed in acquiring or investing in a business, product or technology, such acqu1s1t10ns and investments, including the
pending Xtrakter acquisition, may 1nvolve a number of risks, 1nclud1ng
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* we may find that the acquired company or assets do not further our business strategy, or that we overpaid for
the company or assets, or the economic conditions underlying our acquisition decision may change;

* we may have difficulty 1ntegrat1ng the acquired technologres or products wrth our €xisting electromc tradmg
platform, products and services;

* we may have dlfficulty integrating the oper,ations and personnel of the acquired business, or retaining the key
personnel of the acquired business;

* there may be client confusion if our services overlap with those of the acquired company and we may have
difficulty retaining key customers, vendors and other business partners of the acquired business;

- our ongoing business and management’s. attention may be disrupted or diverted by transition or integration
issues and the complexity of managing geographically or culturally diverse enterprises;

* we may have difficulty maintaining uniform standards, controls, procedures and policies across locations;

* significant decrease in our cash reserves; . ‘

* entry into markets i in which we have limited experience and where competltors hold stronger market posmons
* inability to achleve the financial and strategic goals for the acqulred and combined businesses;

* inability to take advantage of antiCipated tax benefits;

. 1ncurr1ng unanticipated acqu1s1t10n-re1ated costs or amortlzatlon costs for acqulred intangible assets that could
impact our operating results;

* potential additional exposure to fluctuations in currency exchange rates;}

+ potential failure of the due diligence processes to identify. significant problems, liabilities or other challenges of
an acquired company or product, including but not limited to, issues with the acquired company’s intellectual
property, product quality or product architecture, data back-up .and security (including security from cyber-
attacks), privacy practices, revenue recognition or other accounting practices, employee, customer or partner
issues or legal and financial contingencies;

* exposure to litigation or other claims in connection with, or inheritance of claims or litigation risk as a result of,
an acquisition, including; but not limited to, claims from terminated employees, customers, former stockholders
or other third parties; ;

* incurring significant exit charges if acquired products or services are unsuccessful;
* potential inability to certlfy that 1nterna1 controls over ﬁnanclal reporting are effectrve

* potential mablhty to obtam or obtam in an efﬁment manner, approvals from apphcable governmental
authorities, which could delay or prevent such acquisitions; and

« potential incompatibility of business cultures.
These factors could have a"‘mat'erial adverse effect on our business, financial condition, results of operations and
cash flows, pamcularly in the case of a larger acqulsmon or multlple acquisitions in a short penod of time. From time

to time, we may enter into negotiations for acquisitions or investments that are not ultimately consummated Such
negotiations could result in s1gmﬁcant d1vers10n of management time, as well as out—of “pocket costs.
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The c¢onsideration paid in connection with-an’ investmient or acquisition also affects our financial results. If we
were to proceed with one or more - significant ‘acquisitions in which the consideration included cash, we could be
required to use a substantial portion of our available cash to consummate any acquisition. To the extent we issue shares
of capital stock or other rights to purchase capital stock, 1nc1ud1ng options or other rights, existing stockholders may be
diluted and earnings per share may decrease. In addition, acquisitions may result in the incurrence of debt, large one-
time write-offs, such as of acquired in-process research and development costs, and testructuring charges.

We may be required to recognize impairments of our goodwill or other mtangtble assets, which could adversely
affect our results of operations or financial condition: EE—

The determination of the value of goodwill and other intangible assets requires management to make estimates
and assumptions that affect our consolidated financial ‘statements. We:test for impairment of goodwill on an annual
basis or more frequently if there are changed, circumstances. We assess intangible assets for impairment when events or
circumstances indicate the existence of a possible 1mpa1rment

‘Determining the fair value of certain assets acquired and liabilities assumed is judgmental in nature and requires
management to use significant estimates and assumptions, including assumptions with respect to future cash flows,
discount rates, growth rates and asset lives. Any future acquisition may result in goodwill and-other intangible assets
that are subject to impairment tests, which could result in future impairment charges.

We are dependent on our man‘age‘meiit‘téam, and the loss o'f' any key memrber'of: this team may prevent us from
implementing our business plan in a timely manner.

Our success depends largely upon the contmued services of our executwe ofﬁcers and other key personnel
particularly Rlchard M. McVey, Chief Executive Officer ‘and Chairman of our Board of Directors. The terms of
Mr: McVey’s employment agreement with us do not require him 0 continie to work for us and allow him to terminate
his empléyment at any time, subject to’certain- notice requirements and forfeiture of non-vestéd equity compensation
awards. Any loss or interruption of Mr: ‘McVey’s services ‘or that 'of one or more of out other executive officers or key
personnel could result in our inability to manage our operations effectively and/or pursue our business strategy.

Because competition for our-employees is intense, we may not be able to attract and ‘retain the highly skilled
employees we need to support our business. T

We strive to provide high-quality services that-will allow us to establish and maintain long-term relationships with
our broker-dealer and institutional investor clients. Our ability to. provide these services and maintain these
relationships, as well as our ability to execute our business plan generally, depends in large part upon our employees.
We rnust - attract and retain highly qualified pérsonnel. Competition for these personnel is intense, especially for
software engineers with extensive experience in designing ‘and developitig software and Internet- related services,
hardware engineers, technicians, product managers and senior sales executives.

The market for qualified personne] is increasingly competitive as the financial industry continues to recover from
the financial crisis and as electronic commerce continues to experience strong growth. Many of the companies with
which we compete for expenenced personnel have greater resources than we have and are longer established in the
marketplace. In addition, in making, employment decisions, particularly in the Internet, high-technology and financial
services industries, job candidates often consider the total compensation package offered, including the value of the
stock-based compensation they are to receive in connection with their employment. Significant volatility in the price of
our common stock may adversely affect our ability to attract or retain key employees. The expensing of stock-based
compensation may discourage us from granting the size or type of stock-based compensation that job candidates may
require to join our company.

We cannot assure you that we will be successful in our efforts to recruit and retain the required personnel. The
failure to attract new personnel or to retain and motivate our current personnel may have a material adverse effect on
our business, financial condition and results of operations.



Our business is subject to'increasingly extensive government and other regulation and our relationships with our
broker-dealer clients may subject us to increasing: regulatory scrutmy, whtch may aﬂ'ect our trading volumes and
increase our cost of doing business. - : S

The financial industry is extensrvely regulated by many govemmental agencies and self-regulatory organizations,
including the SEC and FINRA. As a matter of public pohcy, these regulatory bodies are responsible for safeguarding
the integrity of the securmes and other financial markets and protectmg the 1nterests of investors in those markets.
These regulatory bodies have broad powers to promulgate and interpret, 1nvest1gate and sanctlon non-compliance with
their laws, rules and regulatlons

Most aspects of our broker-dealer subsidiaries are :highly regulated, iucluding:
* the way we deal with our clients;

. our capital reqmrements

* our financial and regulatory reportmg practrces, :

. requ1red record-keeping and record retention proced_ures';'_i ,

* the licensing of our employees; and

» the conduct of our directors, officers, employees and affiliates,

We cannot assure you that we and/or our directors, officers and employees will be able to fully comply with these
laws, rules and régulations. If we fail to comply with any of these laws, rules or regulations, we may be subject to
censure, fines, cease-and-desist orders, suspension of our business, suspensions of personnel or other sanctions;
including revocation of our membership in FINRA and registration as a broker-dealer.

‘We have two major operatmg subs1d1ar1es MarketAxess Corporatron and MarketAxess Europe Lumted
MarketAxess Corporation and MarketAxess Europe Limited are subject to U.S. and UK. regulations as a registered
broker-dealer’ and as .a multilateral trading facility, respectively, which prohibit repayment ‘of borrowings from the
Company or affiliates, paying cash dividends, making loans:to the Company or affiliates or otherwise entering into
transactions that result in a significant reduction in regulatory net capital or financial resources,.without prior
notification to or approval from such subs1d1ary s pnncrpal regulator. Xtrakter is registered, and upon consummation of
the pending acquisition w1ll continue to be registered, as an Approved Reporting Mechanism with the FSA.
Xtrakter also has “recognized status™ in France, the Netherlands and Belg1um in connect1on w1th the submlss1on of
transaction reports to regulators. o : = :

In addition, as a result of the global financial crisis and other recent events in the financial industry, there is a
greater likelihood of legislative and regulatory action to increase government oversight of the financial services
industry. For example, during 2010 the Dodd-Frank Act was signed into law. The Dodd-Frank Act creates an entirely
new structure for the trading of over-the-counter derivatives, a market in which we currently operate. Among other
things, the Dodd-Frank Act mandates that clearable swaps trade on a board of. trade designated as a contract market or
a securities exchange or through a “swap execution facility,” or SEF. (in each case, subject to certain key
exceptions). While we expect that the CFTC and SEC will adopt rules that detail the new regulatory regime regarding
the swaps market place in 2013, no assurance can be given regarding when, or whether, such rules will be finalized and
1mplemented Sub_]ect to such rulemakmg, we 1ntend to estabhsh reglster and- ‘operate a swap executlon fac111ty and/or
a security-based swap execution fac111ty

. We have 1ncurred significant costs to prepare for complrance wrth the new regulatory requlrements We developed
new technology and trading protocols to trade CDS in ant1c1pat10n of the SEC and CFIC’s implementation of the
Dodd-Frank Act. However, desp1te our efforts, there is no assurance that we will qualify as a reglstered SEF or that our
comphance systems will be effective. If we do not quahfy as a SEF, we will no longer be able to support CDS trades
and our business, financial condrtron ‘and results of operations could matenally suffer as a result. If we quahfy as a
SEF, the registration and addltlonal overs1ght that we will need to comply with the regulatlon will increase the costs of
our operations and the costs of using our products for our chents Furthermore we are unable to predict how the
markets will respond to the new regulatory regime.
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Any changes in laws ot regulations or in governmentak-policies, including the rules relating to the maintenance of
specific levels of net capital applicable to our broker-dealer subsidiaries, could have a material adverse effect on our
business, financial condition and results of operations. Our industry has been and is. subject to continuous regulatory
changes and may become subject to new regulations or changes in the interpretation or enforcement of existing
regulations, which could require us to incur significant complrance costs or cause the development of affected markets
to become 1mpractlcal In addition, as we expand our business into new markets, it is likely that we will be subject to
additional laws, rules and regulations. The proposed Volcker Rule section of the Dodd-Frank Act bans proprietary
trading by banks and their affiliates. The Volcker Rule could adversely affect our bank-afﬁhated broker-dealer clients’
ability to make markets in a variety of fixed-income securities, thereby negatively impacting the level of liquidity and
pricing available on our trading platform We cannot predlct the extent to which any future regulatory changes may
adversely affect our business and operations.

Our disclosed trading system has not been subjected to regulation as an alternative tradmg system under
Regulation ATS. A determination by the SEC to treat our trading platform as an alternative trading system subject to
Regulation ATS would subject us to additional reporting obligations and other. limitations on the conduct of our
business, many of which could be material. Our anonymous dealer-to-dealer trading service, DealerAxess®, is
regulated as an alternative trading system subject to Regulation ATS. o

The activities and consequences described above may result in significant d1stract10ns to our management and
could have a material adverse effect on our business, financial condition and results of operations.

We may face increasing economic and regulatmy challenges in our. growmg mternatwnal operatwns that we may
not be able to meet in the future. : :

We operate an electronic trading platform in Europe and we plan to further expand our operations throughout
Europe and other regions. There are certain risks inherent in doing business in international markets, particularly in the
financial servrces 1ndustry, which is heaV1ly regulated in many Junsdrctrons These risks mclude

¢ less developed:. technologlcal [infrastructures and generally higher costs, which could result in lower client
acceptance of our services or clients having difficulty accessing our trading platform;

. dlfﬁculty in obtaining the neces ,sary regulatory approvals for planned expansion, if at all, and the p0s51b111ty
that any approvals that are obtained may impose restrictions on the operation of our husmess

¢ the inability to manage and coordmate the various.regulatory requirements of multrple jurisdictions that are
constantly evolving and subject to unexpected change;

» difficulties in staffing and managing foreign operations;

 fluctuations in exchangerates; R | '

. reduced or no protectron for intellectual property nghts
_* seasonal reductlons in business act1v1ty, and

. potentially adVerse tax consequences.

Our international operations are also subject to the legal economic and market risks associated with geopolitical
uncertainties in other regions of the world, incliding but not limited to the risk of war, inter and intra national conflict,
economic crises and terrorism. For example, the sovereign debt crisis in Europe may have a material adverse effect on
our business. Increased government deficits and debt levels along with ratings downgrades sparked fears in the global
financial markets of default by Euro zone nations, leading to increased yields on government bonds and resulting in a
more difficult trading environment for European corporate bonds. Due, in part, to the crisis and competitive
environment in Europe, trading volume in our Eurobond product has significantly decreased. We reduced the monthly
distribution fees paid by our European broker-dealer market makers effectlve March 1, 2012 in order to encourage
Eurobond trading, which resulted in de(,reased monthly dlstnbuuon fee revenues. Despite our efforts, Eurobond trading
volumes continued to decline. There is no assurance that ‘Eurobond trading volumes and revenues will not continue to
decline despite this change and any other efforts we may undertake.
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In addition, we must comply with the laws, regulations and registration rules of the Financial Services Authority
in the U.K. and foreign governments and regulatory bodies for each country in which we conduct business. Similar to
the U.S., regulatory bodies in Europe and elsewhere are developing new rules for derivatives trading. For example, the
European Parliament and the EU Council of M1msters endorsed an agreement that will, among other things, require
central clearing of standardized OTC derivatives and the reporting of all derivatives (OTC or otherwise) to trade
repositories. However, it is not yet clear whether there will be any requlrement in the EU to trade standardized CDS
contracts on regulated exchanges or trading platforms.

We cannot predict what future actions the U.S., UK. and other regulatory bodies might take, or the impact that
any such actions may have on our business. Our compliance with these changing laws and regulations may be costly
and time-consuming and may have a material adverse effect on our clients’ trading activities on our platform.

Further, we may face unexpected challenges in our international operations due to global competitors, established
local markets, and economic and political instability. Our inability to manage these risks effectively could adversely
affect our business and limit our ability to expand our international operations, which could have a material adverse
effect on our business, financial condition and results of operations.

We cannot assure you that our compliance and risk management methods will be effective and our financial
condition and results of operations may be adversely affected if they fail.

Our success in complying with complex and changing laws and navigating risks in various jurisdictions and
markets depends on our maintenance of compliance, auditing and reporting systems and risk management procedures,
as well as our ability to recruit and retain qualified compliance and risk management personnel. While we have
developed policies and procedures to identify, monitor-and manage our legal, regulatory and market risks, we cannot
assure you that our systems will always be effective in monitoring or evaluating the risks to which we are exposed.

In addition, the regulators in the jurisdictions in which we operate have broad powers to censure, fine, issue cease-
and-desist orders or keep us from engaging in some of our operations. We face the risk of regulatory intervention,
investigations and proceedmgs, any of which could involve extensive scrutiny of our activities and result in significant
fines and liability. Any of these developments would require significant time and financial resources and. could
adversely affect our reputation, financial condition and operating results.

Our growth initiatives may place significant strain on mandgement and other resources.

We have expanded our business activities and operatlons over the last several years. Continued growth, both
doméstic and international, will requlre further 1nvestment in management and new personnel, infrastructure and
compliance systems. The expansmn ‘of our international operations involves risks that may have an adverse effect on
our business and operations, such as the challenge of effectively- managing and staffing our international operations,
complying with increased and varied regulatory requirements and entering' new markets. In particular, we may not be
successful in implementing all of the necessary processes to support and manage the pending Xtrakter acquisition. For
a detailed discussion of the risks associated with our pending acquisition of Xtrakter, see the Risk Factor captioned “If
we acquire or invest in other businesses, products or technologies, we may be unable to integrate them with our
business, our financial performance may be impaired or we may not realize the anticipated financial and strategic
goals for any such transactions.” o

We may not be able to manage our growth efficiently, which could result in our expansion costs increasing at a
faster rate than our revenues and distracting management from our core business andoperations. If we cannot
successfully implement the necessary processes to support and manage new initiatives, our business, financial
condition and results of operations may suffer.

In the event of employee error or mzsconduct our business may be harmed.

Employee misconduct or error could expose us to significant liability, ﬁnanc1a1 losses regulatory sanctions and
reputational harm. Over the past few years, there have been several high-profile cases involving fraud or misconduct by
employees of financial services firms. Our employees could carry out improper activities on behalf of our clients, or
use proprietary client or company information for personal or other improper or illegal uses. Employee errors also
expose us to the risk of material loss until such errors are detected and unauthorized transactions or improper activities
are reversed.

Errors and misconduct by our current or former employees could cause us to suffer financial losses, regulatory
sanctions and reputational harm. The precautions we take to monitor and prevent employee errors and misconduct may
not be effective in all cases.
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We cannot predict our future capital needs or our ability to obtain additional financing if we need it. .

Our business is dependent upon the avarlablhty of adequate fundmg and regulatory capltal under applicable
regulatory requirements. Although we believe that our available cash resources and borrowing capacity under our
credit facility are sufficient to meet our presently ant1c1pated liquidity needs and capital expenditure requirements for at
least the next 12 months, we may in the future need to raise addrtlona] funds to, among other things:

* support more rapid growth of our busmess,

* develop new or enhanced services and products;

* fund operating losses; ' '

* respond to competrtrve pressures

* acquire complementary compames or technologles,

* enter into strategic alliances;

* increase the regulatory net capital necessary to support our operations; or

» respond to unanticipated or changing capital requiremeits.

We expect that debt financing; if available at all, would likely be pursuant to the terms of our credit agreement
with JPM, -which includes restrictive covenants with respect to dividends, issuances of additional capital and other
financial and operational matters related to otr business. For a detailed discussion of the risks associated with our
credit agreement, see the Risk Factor captioned “Our credit agreement contains restrictive: and financial covenants

that limit our operating flexibility, and we may:incur additional debt in the future that may include similar or
additional restrictions.”

In the future, we may not be able to obtain additional financing, if needed: in amounts or on terms acceptable to
us, if at all. If sufficient funds are not available or are not available on terms acceptable to us, our ability to fund our
expansion, take advantage of acquisition opportunities, develop or enhance our services or products or otherwise
respond to competitive pressures would be significantly limited. These limitations could have a material adverse effect
on our business, financial condition and results of operations.

Our credit agreement contams restrictive and ﬁnanczal covenants that could limit our operattng - flexibility, and we
may incur additional debt in the Jfuture that may i mclude similar or additional restrictions.

We are party to a credit agreement with JPMorgan that provides for revolving 10ans and letters of credit up to-an
aggregate of $50.0 million. Subject to satisfaction of certain specified conditions, we are permitted to upsize the credit
agreement by an additional $50.0 million in total. Our credit agreement contains certain covenants that, among other
things, restrict our ability to take certain actions, even if we believe them to be.in'our best interests. These covenants
restrict or prohibit, among other things, our ab111ty to: ‘

* incur or guarantee addltronal debt;

* create or incur hens

» change our line of busrness,

¢ sell or transfer assets;

» make certain investments or acquisitions;

* pay dividends or distributions, redeem or repurchase our equ1ty or make certain other restncted payments;
. consummate a merger or consohdatlon, ,

* enter into certam swap, derivative or similar transactions;

« enter into certaln transactlons with afﬁhates and.

* incur restrictions on our ability to grant liens or, in the case of subsidiaries, pay dividends or other distributions.
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We are also reqaired by our credit agreement t6 maintain a ‘maximum’consolidated leverage ratio and & minimum
consolidated interest coverage ratio. ‘We ‘cannot assure you that we will be able to meet these requirements’ or satisfy
these covenants in the future. A breach of any of these covenants or the inability to comply with the requ1red financial
covenants could result in an évent of default under the credit agreement: If any'such event of default occurs, the lender
under the credit agreement-could elect to’ declare ‘all’ amounts outstanding and accrued and unpaid interest under the
credit agreement to be immediately due and payable, and could foreclose on the assets securing the credit ‘agteement.
The lender would also have the right in‘these citcumstances to terminate any commitmenits it has to provide further
credit extensions. We may ‘incur other iridebtedness in the future that may contaln ﬁnanmal or other covenants more
restrictive than those applicable to the'credit agreement.’ : '

We are subject to the risks of litigation and securities laws Tiability. =

Many aspects of our business, and the businesses of our clients, involve substantial risks of liability. Dissatistied
clients may make claims regarding quality of trade execution, ‘improperly settled trades, rmsmanagement or even fraud
against their service providers. We and our clients may become subject to these claims as the result of ‘delays, failures
or malfunctions of our electronic trading platform and services provided by us. We. could incur significant: legal
expenses defending claims, even those without merit. An adverse resolution of any 1awsu1ts or clalms against us could
have a material adverse effect on our busmess ﬁnanc1a1 condmon and results of operatlons

If the use of electronic trading platforms does not increase, we may not be able to achieve our business objectives.

The success of our business plan depends in part on our ability to create an electronic trading platform for a wide
range of fixed-income products. Historically, fixed-income securities markets operated through . telephone
communications between institutional investors and broker-dealers. The utilization of our ‘products and’ services
depends on the acceptance, adoption and growth of electronic means of trading securities. We cannet assure you that
the growth and acceptance of electronic means of trading securities will continue.

Fluctuations in foreign currency exchange rates may adversely affect our financial results.

We conduct-operations-in several different countries, including the U.S. and the U.K., and substantial portions of
our revenues, ‘expenses, assets and liabilities ‘are ‘denominated in 'U.S: dollars, pounds sterling and euros. Since our
consolidated financial staternents are presented in U.S. dollars, we must translate revenues, income and expenses, as
well as assets and liabilities;:into U.S. dollars at exchange rates in effect during or at the end of each reporting period.
Accordingly, increases or decreases: in-the value of the U.S. dollar against the other ‘currencies -will' affect’ our ‘net
operating revenues, operating income and the value of balance sheet items denominated in foreign currencies. d

Although we have entered info foreign currency forward contracts to-hedge the exposure to variability in foreign
currency. cash flows and may enter into additional hedging transactions. in ‘the- future to-help mitigate. our foreign
exchange risk exposure, these hedging arrangements -may not be'effective, particularly in. the -:event of inaccurate
forecasts of the levels of our non-U.S. denominated assets and liabilities. Accordingly, if there are adverse. movements
in exchange rates, we may suffer significant losses, which would adversely affect our operatmg results and ﬁnancml
condition. » : e :

As a public company, we are subject to certain financial and corporate governance requzrements that may be
difficult for us to satzsfy and may dzvert management s attention from our busmess

We are subJect to the requlrements of Sectlon 404 of the Sarbanes-Oxley Act of 2002 (“SOX”) and the related
SEC rules and regulatlons that call for our management to conduct an annual assessment and report on the
effectiveness of our internal controls over financial reporting. Our 1ndependent registered. pubhc accounting firm must
also issue an annual report addressing the operating effectiveness of the Company’s internal controls over financial
reporting.

-37-



While our internal controls over financial reporting currently meet the standards set forth in SOX,.failure to
maintain an. effectrve 1ntemal control environment could have a material adverse effect on our business, financial
condition and results of operations. We cannot be certain of our ability to continue to comply with the requirements of
SOX. If we are unable to continue to comply with the requirements of SOX in an efficient manner, we may be subject
to.regulatory action. In addition, in the event that we identify a material weakness, there can be no assurance that we
would be able to remedlate such material weakness in an efficient manner. Moreover, if we are unable to assert that our
internal control over. financial reporting is effective in any future period (or if our auditors are unable to issue an
opinion on the effectiveness of our internal controls), we. could suffer -reputational harm and incur significant expenses
to restructure our internal controls over financial reporting, whrch may have a material adverse effect on us.

Risks Related to Our Common Stock -

Market volatrltty and Juture sales of our shares by srgmﬁcant stockholders may cause our stock pnce and the value
of your mvestment to declme. -

The markeét price of our common stock may be s1gn1ﬁca:ntly affected by volatility in the markets in general. The
market price of our common stock hkely will contrnue to ﬂuctuate in response to factors 1nc1ud1ng the followmg

« the other risk factors described in thlS Annual Report on Form 10-K;
« -prevailing interest rates;

» the market for similar securities; .

« additional issuances of comion stock;.”
¢ general economic conditions; and -

« our financial condition, performance and prospects, including our ability or inability to meet analyst
expectations.

Most of these factors are beyond -our control. In addition, the stock markets in general, including the NASDAQ
Global Select Market, have experienced and continue to experience significant. price and volume fluctuations. These
fluctuations have resulted in volatility in the market prices of securities for companies such as ours that often has been
unrelated or disproportionate to changes in the operating performance of the affected companies. These broad market
and industry ﬂuctuatrons may affect adversely the market price of our common stock regardless of our operating
performance. - i :

In addition, future sales of our common- stock, or the:perception of potential future sales, may adversely impact
the market price of our common stock. If any one'or more of our existing stockholders were to sell a large number of
shares, the market price of our common stock could be negatively affected. Also, if we issue a large number of shares
of our commen stock in connection with a.public offering, future-acquisition; strategic alliance, third-party investment
and private placement or otherwise, the market price of our common stock could decline considerably. Furthermore,
our stockholders may be diluted by such future sales.

We may not pay dividends on our comrnon stock in the future.

We initiated a regular quarterly drvrdend on our common stock in 2009 However there is no assurance that we
will continue to pay any dividends to holders of our common stock in the future. If we were to cease paying dividends,
investors would need to rely on the sale of their common stock after pnce apprecratron Wthh may never occur, as the
only way to realize any future gains on therr mvestment

If securities analysts do not publish research or reports about our business or if they downgrade our common stock,
the price of our common stock could decline.

The trading market for our common stock relies in part on the research and reports that industry or financial
analysts publish about us or our business. These analysts work independently of us. If one or more analysts who cover
us downgrade our stock, our stock price could decline rapidly. If one or more of these analysts cease coverage of our
company, we could lose visibility in the market, which in turn could cause our stock price to decline.
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Provisions in our organizational documents and Delaware law might discourage, delay or prevent a change of
control of our company or changes in our management, and therefore, depress the tradmg price of our common
stock.

Provisions of our certificate of incorporation and bylaws may make it substantially more difficult for a th1rd party
to acquire control of us and may prevent changes in our management, including provisions that:

* prevent stockholders from calling special meetings;
« allow the directors to amend the bylaws without stockholder approval; and

* set forth advance notice procedures for nominating directors and submitting proposals for consideration at
stockholders’ meetings. :

Provisions of Delaware law may also inhibit potential acquisition bids for us or prevent us from engaging in
business combinations. In addition, we have a severance agreement with one employee .and a change of control
severance plan that could require an acquiror to pay a higher price. Either collectively or individually, these provisions
may prevent holders of our common stock from benefiting from what they may believe are the positive aspects of
acquisitions and takeovers, including the potential realization of a higher rate of return on their mvestment from these
types of transactions.

Item 1B. Unresolved Staff Comments.

‘None.

Item 2. Properties.

Our corporate headquarters and principal U.S. offices are located at 299 Park Avenue, New York, New York,
where we lease 27,900 square feet under sequential leases expiring in February 2022. We also collectively lease
approximately 21,600 square feet for our other office locations in the U.S., United Kingdom, Brazil, Hong Kong and
Singapore under various leases expiring between September 2013 and November 2020.

Ifem 3. Legal Proceedings.

We assess liabilities and cont1ngenc1es in connectlon with outstandmg legal proceedings, if any, utilizing the latest
information available. For matters where it is probable that we will incur a material loss and the amount can be
reasonably estimated, we would establish an accrual for the loss. Once established, the accrual would be adjusted to
reflect any relevant developments. When a loss contmgency is not both probable and estlmable we would not establish
an accrual.

On January 2, 2013, a former employee filed a complaint against us with the U.S. Department of Labor alleging
retaliatory employment practices in violation of the whistleblower provisions of the: Sarbanes-Oxley ‘Act. The relief
sought includes, among other things, reinstatement, back pay and compensatory and punitive damages.

We believe the complaint is without merit and we intend to vigorously defend against the allegations. Given the
preliminary stage and the inherent uncertainty of the potential outcome of such proceedings, we cannot estimate the
reasonably possible range of loss at this time. Based on the available information, we believe that the low end of the
reasonably possible range of loss is zero and, accordingly, no loss accrual has been provided in our accompanying
financial statements.

Item 4. Mine Safety Disclosures.
Not applicable.
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e e PARTHE - -

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity
Securities. _ o :

Price Range

Our common stock trades on the NASDAQ Global Select Market under the symbol “MKTX”. The range of
closing price information for our common stoc_k,» as repqrted by NASDAQ, was as follows: ,

2012: ) o ) - L . . High Low

January 1,2012 60 March 31,2012 ... ..ootinnniii i e $37.79 $29.26
April 1,2012t0Tune 30,2012 ...t $37.65 $26.22
July 1, 2012 to September 30,2012 ... A RN T S S A N A $34.00 $26.88
October 1, 2012 to December 31,2012 ..........oc.00. B S $35.30 $29.00
2011: o : R ‘ e e High Low

January 1, 2011 to March 31,2011 ..........cc.o... e s e P $24.19 $19.78
April 1, 2011 to June 30,2011 .......... e A B P $25.22 $21.00
July 1, 2011 to September 30, 2011 ... .. .ovne e $30.75 $23.41
October 1, 2011 to December 31,2011 .. ..o ouiirn i $31.16 $24.57

On February 20, 2013, the last reported closing price of our common stock on the NASDAQ Global Select Market
was $39.60.

Holders

There were 33 holders éf_‘rjccord of our common Stqck é_‘s. Of P‘_gbruary 20 2013.

Dividend Policy

We initiated a regular quarterly dividend in the fourth quarter of 2009. During 2012 and 2011, we paid quarterly
cash dividends of $0.11 per share and $0.09 per share, respectively. On December 27, 2012, we paid a special dividend
of $1.30 per share. In January 2013, our Board of Directors approved a quarterly cash dividend of $0.13 per share
payable on February 28, 2013 to stockholders of record as of the close of business on February 14, 2013. Any future
declaration and payment of dividends will be at the sole discretion of our Board of Directors. The Board of Directors
may take into account such_ matters as, general business conditions, our financial results, capital requirements, and
contractual, legal, and regulatory restrictions on the payment of dividends to our stockholders or by our subsidiaries to
the parent and any other such factors as the Board of Directors may deem relevant.

Recent Sales of Unregistered Securities

None.

Securities Authorized for Issuance Under Equity Compensation Plans

Please see the sectidﬁ eﬁti’ktled,f‘Equity Corhpensatio_n Plan Infgnﬂgition” in Item 12.
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Issuer Purchases of Equity Securities

Durmg the quarter ended December 31 2012 we repurchased the folle?wmg shares of common stock
RIS It T P T B R Toté]Numberof DollarValueof

S0 ey e o Shares Purchased . Shares That May

- B LT Total Number of - Average Pricé “'as Part of Publicly “Yet Be Purchased

Period P .- Shares Purchased: Paid per Share = Announced Plans;:~Under the Plans

(In thousands)
October 1, 2012 — October'31;2012" . ......... ... — $ — — $8,377
November 1, 2012 — November 30,2012 ..... 7. 82,703 29.68 82,703 5922
December 1, 2012 — December 31,2012 ....... ... 2,500 30.01 2,500 5847
85,203 $2069 = 85203 T

‘In October 2011, the Board of Directors ‘of the Company authorized d-shate: repurchase program'for:up to
$35.0 million of the Company’s common stock. As'of December 31, 2012, a total 0of 955,342 shares were repurchased
at an aggregate cost of $29.2 million,. including 717,344 shares repurchased in 2012. Shares repurchased under: the
program will be held in- treasury for future use. The share repurchase program has an expiration date of Januaiy 1,
2014. e o -

__STOCK'PERFORMANCE GRAPH''
. The followmg graph shows a companson from December 31, 2007 thiough December 31, 2012 of the cumulatlve
total return for (i) our common stock, (ii) the NASDAQ Composite Index and (111) the Dow' Jones US Fmanc1al
SerV1ces Index. The performance graph and related information shall not be deemed “soliciting materral” b to ‘be
“filed” with the SEC, nor shall such mformatlon e '1ncorporated by reference into any futuré ﬁlmg under the Secuntles
Act of 1933 or 'the Securities Exchange Act 0f 1934, each as amended, except to the extent that the Company
specrfrcally 1ncorporates it by reference into suchl ﬁhng : » : ‘ SR

The ﬁgures in thrs graph assume an 1n1t1a1 1nvestment of $100 m our common stock and m each mdex on
December 31,.2007, and that all quarterly d1V1dends were reinvested. The returns illustrated below are based on
historical results durmg the:period indicated and should not be considered indicative of future stockholder refurns.”
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Item 6. Selected Financial Data.

The selected statements of operations data for each of the years ended December 31, 2012, 2011 and 2010 and the
selected balance sheet data as of December 31, 2012 and 2011 have been derived from our audited financial statements
included elsewhere in this Annual Report on Form 10-K. The selected statements of operations data for the years ended
December 31, 2009 .and 2008, and the balance sheet data as of December 31, 2010, 2009 and 2008 have been derived
from our audited financial statements not included in this Annual Report on Form 10-K.

Year Ended December 31,
2012 2011 - 2010 2009 2008
(In thousands, except per share amounts)
Statements of Operatlons Data:
Revenues . :
Commissions(1) .. ovvvieeiiie it ineeens $174,199 $155,444 $122,180 $ 96,132 $ 73,528
Technology. products and services(2) ................ 12,351 14,310 13,648 9,778 8,555
JInformation and user access fees . .. ... .. .. C 1,435 7,199 6,681 6,252 6,025
Interestincome . .....«..... ..o B P 1,058 1,229 .. 1,192 1,222 3,478
Other(3) . .....vvvvieevvnnnt. FERE eveeiiedees e 3,161 2,917 2,527 - 1,055 1,499
TOtal TEVENUES . ..o v veve it iiinetieacnarcnnnnns 198,204 181,099 146,228 114,439 93,085
Expenses
Employee compensation and benefits ........... e .. 60,361 .. 58,786 56,446 50,274 43,810
Depreciation and amortization . . . . .. U 8,233 6,781 6,350 6,790 7,879
Technology and communications . ................... 12,766 10,912 9,982 8,436 8,311
Professional and consulting fees .. ... e 13,081 10,138 8,503 6,869 8,171
' Occupancy ............... e e 3,012 02921 2,997 3,129 2,891
_ Marketing and advertising .. . . . R e 5470 4,882 3,075 2,882 3,032
General and administrative . .............oeeneen eer .. 8595 7,946 7,965 6,010 6,157
Total EXPENSES ... vvvvnnnt vt eernnnnrennns 111,518 102,366 95,318 . 84,390 80,251
Income before income taxes ............... e 86,686 78,733 50,910 30,049 12,834
Pr0v1s1on for income: taxes(4) ......... e oL 26,617 31,029 ° 19,482 13,947 4,935
Net income . ... PR P . ar e st ~ $ 60,069 $ 47,704 $ 31428 $ 16,102 § 7,899
Net income per common share: . ,
BasiC . o i e $ 165 $ 129 $ 08 $ 044 $ 023
Diluted(4) ..o e et e $ 159 $ 120 $ 080 $ 042 $ 022
Weighted average number of shares of common stock
outstanding: ‘
BasiC ...t e e e . 36,516 37,006 33,159 33,264 32,831
Dildted ...t i e 37,816 39,608 39,051 38,082 35,737
Cash dividends per Share .. .. .............c......n.. . $ 174 $ 036 $ 028 $ 007 $ —
As of December 31, :
2012 2011 2010 2009 2008
(In thousands)
Balance Sheet Data:
Cash and cash equivalents and securities available-for-
SALE . e e . $180,116 $247,730 $197,546 $174,338 $142,550
Worklng capital(S) ............................... 180,650 253,967 191,482 - 170,060 137,390
Total assets . ........ T e e UU0. 279,841 0349458 ¢ 299,521 277,286 246,428
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Commlss1ons 1nclude monthly drstrlbutron fees and commissions from the tradmg of U S hlgh-grade bonds and
Eurobonds, emerging markeéts bonds crossover and hlgh-yleld bonds, agency bonds asset—backed securltles and

’ preferred stock

Technology products and services mclude software hcenses, mamtenance and support servrces and professmnal
consulting services, Revenues are pnncrpally derived from Greenline, acquired in March 2008.

Other revenues consist primarily of telecommumcatlons hne charges to broker-dealer chents 1n1t1a1 set-up fees
and other mrscellaneous revenues. :

In 2012 we recogmzed a favorable income tax adjustment of $6 7 mlllron, or $0.18 per share relating to certam
previously unrecognized tax benefits. .

Working capital is defined as current assets minus current liabilities. Current assets consist of cash and cash
equivalents, securities available-for-sale, accounts receivable and prepaid and other expenses (excludes cash
provided as collateral). Current liabilities consist of accrued employee compensatron deferred revenue, and
accounts payable accrued expenses and other 11ab111t1es : '
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations.

< T PO T S TR ER TN+ LR N 3 S T i
- You should, read the. following discussion, and analysis of our financial condition and results of operations in
conjunction with “Selected Financial Data” and our consolidated financial statements and related notes included
elsewhere in this Annual Report on Form 10-K. In addition to historical information, this discussion and analysis

contains- forward-looking 'stateinents relating to future-events-and the Jurire performance “of MarketAxess that are

seer

based on our current éxpectations, dssumptionis, estimates and projections about us and-our industry. These forward-
looking statements involve.risks and, uncertainties. Our actual results. and timing of various events could; differ
materially from those anticipated in such fofvi}'ai'd-lookiﬂg statements as a result of.a variety of factors, as more fully
described in this section, in “Item 1A. — Risk Factors” and elsewhere in this Annual Report on Form 10-K. We
undertake ‘no‘obligdtion to' update publicly any forward-Tooking statements for any reason, even' if new information
becomes available or other events occur in the future. S g

Executive Overview
Exécutive Qvervie

ot e v -

MarketAxess operates a leading electronic trading platform’ that-allows investment industry professionals to
efficiently trade corporate bonds and other types of fixed-income instruments. Our approximately 1,000 active
institutional investor clients (firms that executed at least one trade in U.S. or European fixed-income securities through
our electronic trading platform during 2012) include investment advisers, mutual funds, insurance companies, public
and private pension funds, bank portfolios, broker-dealers and hedge funds. Our 87 broker-dealer market-maker clients
provide liquidity on the platform and include most of the leading broker-dealers in global fixed-income trading. The
Company also executes certain bond transactions between and among institutional investor and broker-dealer clients on
a riskless principal basis by serving as counterparty to both the buyer and the seller in matching back-to-back trades,
which then settle through a third-party clearing organization. Through our Corporate BondTicker™ service, we provide
fixed-income market data, analytics and compliance tools that help our clients make trading decisions. In addition, we
provide FIX (Financial Information eXchange) message management tools, connectivity solutions and ancillary
technology services that facilitate the electronic communication of order information between trading counterparties.
Our revenues are primarily generated from the trading of U.S. high-grade corporate bonds.

Our multi-dealer trading platform allows our institutional investor clients to simultaneously request competing,
executable bids or offers from our broker-dealer clients and execute trades with the broker-dealer of their choice from
among those that choose to respond. We offer our broker-dealer clients a solution that enables them to efficiently reach
our institutional investor clients for the distribution and trading of bonds. In addition to U.S. high-grade corporate
bonds, European high-grade corporate bonds and emerging markets bonds, including both investment-grade and non-
investment grade debt, we also offer our clients the ability to trade crossover and high-yield bonds, agency bonds,
asset-backed and preferred securities and credit default swaps.

The majority of our revenues are derived from monthly distribution fees and commissions for trades executed on
our platform that are billed to our broker-dealer clients on a monthly basis. We also derive revenues from technology
products and services, information and user access fees, investment income and other income. Our expenses consist of
employee compensation and benefits, depreciation and amortization, technology and communication costs,
professional and consulting fees, occupancy, marketing and advertising and other general and administrative expenses.

Our objective is to provide the leading global electronic trading platform for fixed-income securities, connecting
broker-dealers and institutional investors more easily and efficiently, while offering a broad array of information,
trading and technology services to market participants across the trading cycle. The key elements of our strategy are:

« to innovate and efficiently add new functionality and product offerings to the MarketAxess platform that we
believe will help to increase our market share with existing clients, as well as expand our client base;

* to leverage our technology, as well as our strong broker-dealer and institutional investor relationships, to deploy
our electronic trading platform into additional product segments within the fixed-income securities markets,
deliver fixed-income securities-related technical services and products, and deploy our electronic trading
platform into new client segments;

» to continue building our existing service offerings so that our electronic trading platform is fully integrated into
the workflow of our broker-dealer and institutional investor clients and to continue to add functionality to allow
our clients to achieve a fully automated end-to-end straight-through processing solution (automation from trade
initiation to settlement);
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* to add new content-and analytical capabilities to Corporate BondTicker™ in order to improve the value of the
- information we provide to our clients; and = » oF

* to continue to supplement our internal growth by enterifig into- strateglc all1ances or ‘acquiring businesses or

* technologies that will enable us to enter new markets, prov1de new products or services, or otherwise enhance
the value of our platform to our clients. On October 26, 2012, we entered into an agreement to acquire all of the
outstanding shares of Xtrakter Lmnted (“Xtrakter”) from Eurocléar S.A./N.V. Xtrakter is a U.K.-based provrder

- of regulatory transaction reporting, financial market data and trade matching services to the European securities
markets. The- acqulsmon of Xtrakter will provide us with an expanded set of technology solutions ahead of
incoming regulatory mandates from the Markets ih Frnancral Instriments Directive in Europe. -

Crltlcal Factors Affectmg Our Industry and Our Company
Economic, Political and Market Factors'

The global fixed-income securities industry is risky and volatile and is directly affected by a number of economic,
political and market factors.that may result in declining trading volume. These factors could have a material adverse
effect on our business, financial condition and results-of operations. These factors include, among others, credit market
conditions, the current interest rate environment; including the volatility of interest rates and-investors’ forecasts of
future interest rates, economic and political conditions in the United States, Europe and elsewhere, and consolidation or
contraction of broker-dealers.

Competztzve Landscape

"The global fixed-income secunttes 1ndustry generally, and the electromc ﬁnancml services: markets in which we
engage in particular, are highly competitive, and we expect competition to internsify in: the- future. Sources of
competition for us will continue to include, among others, bond trading conducted directly between broker-dealers and
their institutional investor clients over the telephone or electronically and other multi-dealer trading companies.
Competitors, including companies in which some of our broker-dealer clients have invested, have developed electronic
trading platforrm or have: announced their intention to explore the development of electrom’c platforms that may
compete with us.: \ o

In general, we icomp"eﬁe on the basis-of a number of key factors, including, ‘among others, the liquidity provided-on
our platform, the magnitude and frequency of price improvement enabled by our platform and the quality and speed of
execution. We believe that our abrhty to: grow volumes and revenues w111 largely depend on our performance with
respect to these factors. : » : s

Our competitive position is also enhanced by the familiarity and integration of our broker-dealer and institutional
investor clients with our electronic trading platform and other systems. We have focused on the unique aspects of the
credit markets we serve in the development of our platform workmg closely with our’ chents to prov1de a syStem that i is
suited to their needs :

Regulatory Envzronment

Our 1ndustry has been and is subject to contmuous regulatory changes and may become sub_;ect to new regulatlons
or changes in the mterpretatron or enforcement of ex1st1ng regulatrons wh10h could requn'e us to incur s1gn1ﬁcant
costs. -

Our U.S. subsidiary, MarketAxess Corporation, is a registered broker-dealer with the SEC and is a member of
FINRA. Our UK. subsidiary, MarketAxess Europe Limited, is registered as a multllateral tradmg facility dealer with
the FSA in the U.K. MarketAxess Canada Limited, a Canadian subsidiary, is registered as an Alternative Trading
System dealer under the Securities Act of Ontario and is a member of the Investment Industry Regulatory Organization
of Canada. Relevant regulations prohibit repayment of borrowings from these subsidiaries or their affiliates, paying
cash. dividends, making loans to us or our affiliates or otherwise-entering into transactions. that result in a significant
reduction in regulatory net capital or financial resources, without prior notification. to-or approval from such regulated
entity’s prmctpal regulator. o S
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In July 2010, the Dodd-Frank Wall' Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) was
signed into law. U.S. financial regulators are in the midst of an intense period of rulemaking that is required to
implement the provisions of the Dodd-Frank Act, and market participants will need to make strategic decisions in an
environment of regulatory uncertainty. Among the most 51gmﬁcant aspects of the derivatives section of the Dodd-
Frank Act are mandatory clearing of certain denvatwes transactions (“swaps”) through regulated central clearing
organizations and mandatory trading of those swaps through e1ther regulated exchanges or swap execution facilities, in
each case, subject to certain key except]ons As with other parts of the Dodd-Frank Act, many of the details of the new
regulatory regime relating to swaps are left to the regulators to determme through rulemaking. While the U.S.
Commodity Futures Trading Commission and the SEC have adopted a number of rules that 1mplement certain aspects
of the new regulatory regime regarding the swaps market place, no assurance can be given regarding when, or whether,
the remaining rules, including, among others, the rules regarding swap execution facilities and security-based swap
execution facilities, will be finalized or implemented. Subjéct to such rulemaking, we currently expect to establish and
operate a swap execution facility and/or a security-based swap execution facility.

The proposed Volcker Rule section of the Dodd-Frank Act bans proprietary trading by banks and their affiliates.
The Volcker Rule could adversely affect our bank-affiliated broker-dealer clients’ ability to make markets in a variety
of fixed-income securities, thereby negatively impacting the level .of liquidity and pricing available on our trading
platform. We cannot predict the extent to which any future regulatory changes may adversely affect our business and
operations.

Similar to the U.S., regulatory bodies in Europe and elsewhere are developing new rules for derivatives trading.
For example, the European Parliament and the EU Council of Ministers endorsed an agreement that will, among other
things, require central clearing of standardized OTC derivatives and the reporting of all derivatives (OTC or otherwise)
to trade repositories. However, it is not yet clear whether there will be any requirement in the EU to trade standardized
CDS contracts on regulated exchanges or trading platforms.

Rapid Technologieal Changes

We must continue-to enhance and improve our electronic trading platform. The electronic financial services
industry is characterized by increasingly complex systems and infrastructures and new business models. Our future
success will depend on our ability to enhance our existing products and services, develop and/or license new products
and technologies that address the increasingly sophisticated and varied needs -of our broker-dealer and institutional
investor clients and prospective clients and respond to technological advances and emerging industry standards and
practices. on a cost-effective and timely basis. We have received 11 patents covering our most significant trading
protocols and other aspects of our trading system technology and additional patents are pending.

Trends in Our Busmess

_The majority. of our revenues are denved from “monthly. dlStI‘lblltlQD fees and commissions for transactions
executed on our platform between our institutional investor and broker-dealer clients. We believe that there are five
key variables that impact the notional value of such transactions on our platform and the amount of commissions and
distribution fees earned by us:

+ the number of institutional investor clients that part101pate on the platform and their w1111ngness to orlgmate
~ transactions through the platform :

« the number of broker-dealer chents on the platform and the frequency and compentlveness of the price
responses they provide to the institutional investor clients;

« the number of markets for which we make trading available to our clients;

» the overall level of activity in 'tl'rese markets; and ‘

- o the level of commissions that we collect for trades executed through the platform.

We believe that overall corporate bond market trading volume is affected by various factors including the absolute
levels of interest rates, the direction of interest rate movements, the level of new issues of corporate bonds and the
volatility of corporate bond spreads versus U.S. Treasury securities. Because a significant percentage of our revenue is
tied directly to the volume of securities traded on our platform, it is likely that a general decline in trading volumes,

regardless of the cause of such decline, would reduce our revenues and have a significant negative impact on
profitability.
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Commission Revenue

Commissions are generally calculated as a percentage of the notional dollar volume of bonds traded on our
platform and vary based on the type, size, yield and maturity of the bond traded. The commission rates are based on a
number of factors mcludmg fees charged by 1nter—dealer brokers in the respective markets, average bid-offer spreads
in the products we offer and transaction costs through alternative channels including the telephone. Under our
transaction fee plans, bonds that are more actively traded or that have shorter maturities are generally charged lower
commissions, ‘while bonds that are less actlvely traded or that have longer maturltres generally command higher
commrssrons

- U.S. High- -Grade Corporate Bond Commzsswns Our Us. hrgh-grade corporate bond fee plans for fully
electronic trades generally mcorporate montth drstnbution fees and variable transaction fees billed to our broker-
dealer clients ona monthly basis. Certam dealers partrcrpate in fee | programs that do not contam monthly distribution
fees and instead inéorporate additional per transaction execution fees and rhinimum’ monthly fee commitments. Under
the fee plans, we electronically add the transaction fee to the spread quoted by the broker-dealer client. The U.S. high-
grade transaction fee is generally desrgnated in basis pomts in yield and, as a result, is sub_]ect to fluctuation' depending
on the duration of the bond traded The average U. S high-grade fees per rmlhon may vary in the future due to ‘changes
in yreld and years-to—matunty of bonds traded on our platform

Eurobond Commissions.  Similaf ' to-the ‘U.S. high-grade plans, our European fee plan incorporates monthly
distribution fees as well as variable transaction fees. In June 2010, we launched a click-to-trade protocol in the
European market. Click-to-trade is offered alongside our request-for-quote product-and consists of streamed indicative
pricing ‘in-credit and rates products. Clients have the ability-to request a trade at the displayed price with the indicated
dealer. In connection with the launch, the Eurobond fee plan was revised and a standard commission raté was
established across most types of bonds. Prior to this change, the variable transaction fee was dependent on the type of
bond traded and the maturity of the issue. :

+ - Other Commissions.. Commissions for other bond, asset-backed and: preferred securities trades generally vary
based on the type and the maturity of -the instrament traded. We generally operate using standard fee schedules that
may 1nclude both transaction fees and monthly distribution fees that are charged to the participating dealers.

For trades that we execute between and among institutional investor and broker-dealer clients on a riskless
principal basis by serving as counterparty to both the buyer and the seller, we earn our commission through the
difference in price between the two back-to-back trades ‘ :

We anticipate that average fees per million may change in the future. Consequently, past trends in commissions
are not necessarily indicative of future commissions.
OtherRevenue ‘ , . : Wi - o
In addition to the commissions d1scussed above, We earn revenue from technology products and services,
information services fees paid by institutional investor and broker-dealer clients, income on investments and other
income.

'Technology Products. and Services Technology‘products.and services includes. software licenses, maintenance
and support services and. professional. consultmg services: . : :

Informatzon and User Access Fees. We charge 1nformat10n services fees for Corporate BondTrckerTM to our
broker—dealer chents 1nst1tut10nal mvestor chents and data-only subscrrbers The information services fee is a flat
monthly fee, based on the level of service. We also generate rnformatron services fees from the sale of bulk data to
certain 1nst1tut10na1 1nvestor chents and data—only subscribers. Instrtutlonal investor chents tradlng u.s. hrgh—grade
corporate bonds are charged a monthly user access fee for the use of our platform. The fee, billed quarterly, is charged
to the client based on the number of the client’s users. To encourage institutional investor clients to execute trades on
our platform, we reduce these information and user access fees for such clients once minimum quarterly trading
volumes are attained. ,

'Inves‘lment Income. * Investment income'cbn_s_ist's' of i’anrrie earned on our investments..

" Other. - Other i revenues include fees from telecommumcatlons line charges to broker—dealer clients, 1n1t1a1 set-up
fees and other miscellaneous revenues. '
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Expenses
In the normal course of business, we incur the following expenses: .

Employee Compensation and Benefits. Employee cbmpénsatibh and benefits is our most significant expense and

includes employee salaries, stock-based compensation costs, other incentive compensation, employee benefits and
payroll taxes. ' 2 ' SR A o ’ ' '

o 'Delpreciation and Amortization. We depreciate our cgfiiputer' hardware and related software, office hardware
and furniture and fixtures and amortize our capitalized software development costs on a straight-line basis over three to
seven years. We amortize leasehold improvements on a straight-line basis over the lesser of the life of the improvement
or the remaining_term of the lease. Intangible assets with_definite lives, including purchased technologies, customer
relationships and other intangible assets, are amortized over their estimated useful lives, ranging from five to ten years.
Intangible assets are assessed for impairment when events or circymstances indicate a possible impairment.

o "

 Technology and Communications. Technology and communicati ns expense consists primarily of costs relating
to maintenance on software and hardware, our internal network connections, data center hosting costs and data feeds
provided by outside vendors or service providers. The majority of our broker-dealer clients have dedicated high-speed
communication lines to our network in order to provide fast data transfer. We charge our broker-dealer clients a
monthly fee for these connections, which is recovered against the relevant expenses.we incur.

Professional .and Consulting Fees.- ‘ Professional and consuvlting‘_‘fees consist pfiinarily of -accounting fees, legal
fees and fees paid to information technology and non-information. technology consultants. for services provided for the
maintenance-of our trading platform and information services produgts. TR :

Occupancy. Occupancy costs consist primarily of office and equipment rent, utilities and commercial rent tax. -

Mavketing and Advertising. Marketing and advertising’ éxpense consists primarily of print and other advertising
expenses we incur to promote our products afid services. This expense also includes costs associated with attending or
exhibiting at industry-sponsored seminrs, conferences and: conventions, andtravel and entertainment expenses
incurred by our sales force to promote our trading platform and information services.

General and Administrative. ~General  and administrative ‘expense consists primarily of general travel and
entertainment, board of directors’ expenses, charitable contributions, provision for doubtful accounts, and various state
franchise and U.K. value-added taxes.

Expenses may grow in the future, notably in employee compensation and benefits, primarily due to investment in
new products and geographic expansion. However, we believe that operating leverage can be achieved by increasing
volumes in existing products and adding new products without substantial additions to our infrastructure. ‘

Critical Accounting Estimates

This Management’s Discussion and Analysis of Financial Condition and Results of Operations discusses our
Consolidated Financial Statements, ‘which have been prepared ‘in accordance with accounting principles generally
accepted in the United States, also referred to as U.S. GAAP. The preparation” of these financial statements requires
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and the
reported amounts of income and expenses during the reporting’ periods. We base our estimates and judgments on
historical experience and on various other factors that we ‘beliéve are reasonable ‘under the circumstances. Actual
results may differ from these’ estimates under varying “assumptions or conditioris. Note 2 of the Notes to ‘our
Corisolidated Financial Statements includés a summary of the significant accounting policies and methods used in the
preparation of our Consolidatéd Financial Statéments. ©~ 7 A
Use of Estimates

On an ongoing basis, manageme:nt_eyalgatqs its estimates and judgments, particularly as they relate to accounting
policies that management believes are critical. That is, these accounting policies are most important to the portrayal of
our financial condition and results of operations and they require management’s most difficult, subjective or complex
judgmehts, often as a result of the need to make estimates about the effect of mattgré that are inherently uncertain,
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Allowance for Doubtful Accounts

All accounts receivable have contractual maturities of less than one year and are derived from trading-related fees
and commissions and revenues from products and services. We ‘continually monitor collections and payments from our
customers and maintain an allowance for doubtful accounts. The allowance for doubtful accounts is based upon the
historical collection experience and specific collection issues that have been identified.

Software Development Costs

We capitalize certain costs associated with the development of internal use software at the point at which the
conceptual formulation, design and testing of possible software project alternatives have been completed. We capitalize
employee compensation and related benefits and third party consulting costs incurred during the preliminary software
project stage. Once the product is ready for its intended use, such costs are amortized on a straight-line basis over three
years. We review the amounts capitalized for impairment whenever events or changes in circumstances indicate that
the carrying amounts of the assets-may not be recoverable.

Revehue Recognition

The majority, of our revenues are derived from monthly distribution fees and commissions for trades executed on
our platform that are billed to our broker-dealer clients on a monthly basis. We also derive revenues from. technology
products and services, information and user access fees, investment income and other income.

Commission revenue. Commissions are generally calculated as a percentage of the notional dollar volume of
bonds traded on the platform and vary based on the type and maturity of the bond traded.  Under our transaction fee
plans, bonds that are more. actively traded or that have shorter maturities are generally charged lower commissions,
while bonds that are less actively traded or that have longer maturities. generally command higher commissions. For
trades that we execute between and among institutional investor and broker-dealer clients on a riskless principal basis
by serving as counterparty to both the buyer-and the seller, we earn the commission -through the difference in price
between the two back-to-back trades. Fee programs for certain products include distribution fees which are recognized
monthly.

. Technology products and services. . We generate revenues from technelogy software licenses, maintenance and
support services (referred to-as post-contract ' technical support or “PCS”). and professional consulting services.
Revenue is generally recognized when persuasive evidence of an arrangement exists, delivery has occurred, the fee is
fixed or determinable and collection is considered probable. We generally sell software licenses and PCS together as
part of multiple-element arrangements. We also enter into contracts for technology integration consulting services
unrelated to any software product. - s

For arrangements that include multiple elements, generally .software licenses and PCS, we allocate .and defer
revenue for the undelivered items based on vendor -specific objective evidence (“VSOE”) of the-fair value of the
undelivered elements and recognize the difference between the total arrangement fee and the amount:deferred for the
undelivered items as license revenue. The VSOE of each element is based on historical evidence of stand-alone sales of
these elements to third parties or the stated renewal rate for the undelivered elements. When VSOE does not exist for
undelivered items, the entire arrangement fee is recognized ratably over the performance period. For PCS, the term is
typically one year and revenue is recognized over the duration of the arrangement on a straight-line basis.

Professional consulting services are generally separately priced and are typically not essential to the functibnélity
of the software products. Revenues from these: services: are recognized separately from the license fee. Generally,
revenue from time-and-materials consulting contracts is recognized as services are performed. - ‘

Revenues from contracts for technology integration consulting services are recognized on the percentage-of-
completion method. Percentage-of-completion accounting involves calculating the percentage of services provided
during the reporting period compared to the total estimated services to be provided over the duration of the contract. If
estimates indicate that a-contract loss will occur, a loss provision is recorded in the period in which the loss first
becomes probable and reasonably estimable. Contract losses are determined to be the amount by which the estimated
direct and indirect costs of the contract exceed the estimated total revenues that will be generated by the contract.
Revenues recognized in excess of billings are recorded as unbilled services within other assets. Billings in excess of
revenues recognized are recorded as deferred revenues until revenue recognition criteria are met.
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Initial set-up fees. We enter into agreements with our broker-dealer clients pursuant to which we provide access
to our platform through a non-exclusive and non-transferable license. Broker-dealer clients may pay an initial set-up
fee, which is typically due and ,paYab]lq upon execution of the broker-dealer agreement. The initial set-up fee, if any,
varies by agreement. Revenue is recognized over the initial term of the agreement, which is generally two years.

Stock-Based Compensation

We measure and recognize compensation expense for all share-based payment awards based on their estimated
fair values measured as of the grant date. These costs are recognized as an expense in the Consolidated Statements of
Operations over the requisite service period, which is typically the vesting period, with an offsetting increase to
additional paid-in capital. : ’ '

Income Taxes

Income taxes are accounted for using the asset and liability method. Deferred income taxes reflect the net tax
effects of temporary differences between the financial reporting and tax bases of assets and liabilities and are measured
using the enacted tax rates and laws that will be in effect when such differences are expected to reverse. 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. A valuation allowance is recognized against deferred tax assets if it is more likely than not that such
assets will not be realized in future years. We recognize interest and penalties related to unrecognized tax benefits in
general and administrative expenses in the Consolidated Statements of Operations.

Business Combinatibns, Goodwill and Intangibles Assets

Business combinations are accounted for under the purchase method. The total cost of an acquisition is allocated
to the underlying net assets based on their respective estimated fair values. The excess of the purchase price over the
estimated fair values of the net assets acquired is recorded as goodwill. Determining the fair value of certain assets
acquired and liabilities assumed is judgmental ‘in nature and often involves -the use of significant estimates and
assumptions, including assumptions with respect to future cash flows, discount rates, growth rates and asset lives.

We perform an impairment review of goodwill on an annual basis and more frequently if circumstances change.
Intangible assets with definite lives, including purchased technologies, customer relationships and other intangible
assets, are amortized on a straight-line basis over their estimated useful lives, ranging from five to ten years. Intangible
assets are assessed for impairment when events or circumstances indicate a possible impairment.

Segment Results

As an electronic, multi-dealer platform for trading fixed-income securities, our operations constitute a single
business segment. Because of the highly integrated nature of the financial markets in which we compete and the
integration of our worldwide businessactivities, ‘we believe that results by geographic region, products or types of
clients are not necessarily meaningful in understanding our business. 2 ‘

Results of Operations
Year Ended December 31, 2012 Compared to Year Ended December 31 2011
Overview o , )
Total revenues increased by $17.1 million or 9.4% to $198.2 million for the year ended December.31, 2012 from

$181.1 million for the year ended December 31, 2011. This increase in total revenues was primarily due to an increase
in commissions of $18.8 million.

Total expenses increased by $9.2 million or 8.9% to $111.5 million for the year ended December 31, 2012 from
$102.4 million for the year ended December 31, 2011. The increase was primarily due to higher professional and
consulting fees of $2.9 million, technology and communications expense of $1.9 million, employee compensation and
benefits expense of $1.6 million and amortization and depreciation expenses of $1.5 million.
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Income before taxes increased by $8.0 million or 10.1% to $86.7 million for the year ended December 31,2012
from $78.7 million for the year ended December 31, 2011. Net income increased by $12.4 million or 25.9% to $60.1 -
million for the year ended December 31, 2012 from $47.7 million for the year ended December 31, 2011.

Revenues ’ v : s o

Our revenues for the years ended December 31, 2012 and 2011, and the resultmg dollar and percentage changes,

were as follows:

Year Ended December 31,
2012 2011
. % of - - * % of $ - %
$ Revenues $ Revenues Change  Change
($ in thousands)
CommiSsions ................ovuuiininn...s L0 $174,199 87.9% $155.444 -85.8% $18,755 12.1%
Technology products and serv1ces ................ 12,351 6.2 14,310 7.9 (1,959) (13.7)
Information and user access fees . Sreee e R 7,435 3.8 7,199 4.0 236 33
Investment income .. ....... e i 1,058 0.5 1,229 0.7 {171y (13.9
Other ..ottt 3,161 1.6 2917 1.6 244 84
Total revenues . ...... e e $198,204  100.0% $181,099 '100.0% $17,105  9.4%

Commzsstons Our comrmsswn revenues for the years ended December 31, 2012 and 2011 and the resulting

dollar and percentage changes, were as follows

Year Ended December 31, -
2012 2011 $ Change % Change
¢ in thousands)
Variable transaction fees ' [
U.S. high—grade e e e . $ 72,272 $ 59,351 $12,921 21.8%
Burobond .. ....... 0. ... . ... . ol 2321 3650 (1,129)  (309)
Emergmg markets hlgh—yleld and other e eeresreeseeno.. 40,088 28,714 . 11,374 39.6
Total variable transaction fees . . . ... . ......vcteneensnnen... .. 114,881 91,715 . 23,166  25.3.
Distribution fees ' o S - . S
“U.S. high-grade-. .. .... BT e i F D I 49,691 49,580 ° 111~ 0.2
Eurobond . .. .... T A S PRI i e e e Loee 9,627 14,_149 (4,522) (32.0)
Total distribution fees B A [ A “59,318 - 63,729 ' (4,411). 6.9) -
Total commissions . . . . . . . I 8174199 $155,444  $18,755  12.1%

Due in part to the continuing sovereign debt concerns and the competitive environment in Europe, trading volume
in our Eurobond product significantly decreased over the past several years. Monthly distribution fees paid by most of
our European broker-dealer market makers were reduced effective March 1, 2012, but the dealer variable fee schedule
remained unchanged. Several additional European broker-dealer market-makers remam on the ongmal fee plan and

may move to the new fee plan in the future.
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‘The following table shows the extent to which the increase in commissions for the year ended December:31, 2012
was attributable to changes in transaction volumes, variable transaction fees per million and distribution fees:

Volume increase (decrease) ............ B

Variable transaction fee per million increase
(decrease) .......... R J

Monthly distribution fees increase (decrease) . ...

Total commissions increase (decrease) . . . . .. )

Change from Year Ended Decemﬁer 31,2011

Our trading volume for: each of the years presented was as follows:

Trading Volume Data (in millions)

U.S. high-grade—fixed rate .......... .
U.S. high-grade—floating rate- .. ............ "

Total U.S. high-grade

"Burobond ........... i,
Emerging markets, high-yield and other . ......

" Number of U.S. Trading Days . . ...............

Number of U.K. Trading Days

U.S. Emerging Markets,
High-Grade Eurobond High-Yield and Other Total
_ ' (In thousands)
$ 8,095 $ (237) $ 3,989 - $11,847
4,826 (892) 7,385 11,319
111 4,522) — (4,411)
$13,032 $(5,651) $11,374 $18,755
Year Ended December 31, B
2012 2011 $ Change % Change
...... $355,087 $311,758  $43,329 13.9%
...... 12,603 11,802 801 6.8
...... 367,690 323,560 44,130 13.6
...... 34,538 36,933 (2,395) (6.5)
...... 187,368 164,514 22,854 139
...... $589,596  $525,007 $64,589 12.3%
...... 248 250
...... 252 251

~ For volume reporting purposes, transactions in foreign currencies are converted to U.S. dollars at average'monthly
rates. The 13.6% increase in U.S. high-grade volume was principally due to an increase in the. Company’s estimated
maket share of total U.S. high-grade corporate bond volume as reported by TRACE from 11.1% for the year ended
December 31, 2011 to 12.4% for the year ended December 31, 2012. Estimated TRACE U.S. high-grade volume for
the year ended December 31, 2012 was $3.0 trillion, an increase of approximately 1.6% from the year ended
December 31, 2011. Our Eurobond volumes decreased by 6.5% for the year ended December 31, 2012 compared to the
year ended December 31, 2011 due, in part, to unfavorable market conditions in the European region. Emerging
markets, high-yield and other volume increased by 13.9% for the year ended December 31, 2012 compared to the year
ended December 31, 2011, primarily due to higher emerging markets and high-yield bond volumes.

Our average variable transaction fee per million for the years ended December 31, 2012 and 2011 was as follows:

) Average Variable 'frzinsaétion Fee Pef Million

U.S. high-grade—fixedrate ................
U.S. high-grade—floating rate ..............

Total U.S. high-grad

Eurobond ............ P
Emerging markets, high-yield and other . ... ...
Total ............. e

Year Ended

December 31,
FIDNTT
................................. $202  $190
................................. 34 22
................................. 197 183
................................. 73 99
................................. 214 175
................................. 195 175

-52-



The U.S. high-grade average variable transaction fee per million increased to $197 per million for the year ended
December 31, 2012 from $183 per million for the year ended December 31, 2011. The change was. primarily due to an
increase in the duration of bonds traded. Eurobond average variable transaction fee per million decreased to $73 per
million for the year ended December 31, 2012 from $99 per million for the year ended December 31, 2011. Emerging
markets, high-yield and other average variable transaction fee per million increased to $214 per million for the year
ended December-31, 2012 from $175 per million for the year ended December 31, 2011, primarily due to a larger
percentage of volume in products that carry higher fees per million, principally emerging markets and hlgh-yleld
bonds.

Technology Products and Services. Technology products and services revenues decreased by $2.0 million or
13.7% to $12.4 million for the year ended December 31, 2012 from $14.3 million for the year ended December 31,
2011. The decrease was primarily a result of lower technology integration consultmg serv1ces and lower software
license sales pnmanly due to a shift to a rental software license model.

Information and_ User Access Fees. Information and user access fees increased by $0.2 million or 3.3% to
$7.4 million for the year ended December 31, 2012 from $7.2 million for the year ended December 31, 2011.

Investment Income. Investment income decreased by $0.1 million or 13.9% to $1.1 million for the year ended
December 31 2012 from $1.2 mllhon for the year ended December 31, 2011.

Other. Other revenues increased by $0.2 million or 8.4% to $3.2 million for the year ended December 31, 2012
from_ $2.9 million for the year ended December 31, 2011.

Expenses

Our expenses for the years ended December 31, 2012 and 2011, and the resulting dollar and percentage changes
were as follows: : S : .

Year Ended December 31,

2012 2011 » o
% of . % of $ %
% Revenues  § Revenues Change Change
($ in thousands)

Expenses
Employee compensation and benefits . . . . .. e $ 60,361 30.5% $ 58,786 32.5% $1,575 2.7%
Depreciation and amortization .................... 8,233 4.2 6,781 3.7 $1,452 214
Technology and communications ............. e 12,766 6.4 10,912 6.0 $1,854 170
Professional and consulting fees .................00. 13,081 6.6 10,138 5.6 $2,943 29.0
Occupancy .......o.uevuniennen. P e 3012 . 1.5 2921 16 § 91 3.1
Marketing and advertlsmg ................ TR 5,470 2.8 4,882 27 $ 588 120
General and administrative .......... e 8,595 4.3 7,946 44 $ 649 82

Total EXPENSES .. v vvv vttt $111,518 - 56.3% $102,366 - 56.5% $9,152  8.9%

Employee Compensation and Benefits. Employee compensation and benefits increased by $1.6 million or 2.7%
to $60.4 million for the year ended December 31, 2012 from $58.8 million for the year ended December 31, 2011. This
increase was primarily attributable to higher wages and employment taxes and benefits aggregating $1.8 million and
higher stock-based compensation expense of $1.5 million, offset by increased wage capitalization related to software
development of $1.3 million. The increase in stock-based compensation expense was principally due to the cancelation
of unvested stock options, restricted stock and performance shares related to the June 2011 resignation of the
Company’s president. The total number of employees increased to 240 as of December 31, 2012 from 232 as of
December 31, 2011. As a percentage of total revenues, employee compensation and benefits expense decreased to
30.5% for the year ended December 31, 2012 from 32.5% for the year ended December 31, 2011. '
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- Depreciation and Ameortization. Depreciation and amortization expense increased by $1.5 million or 21.4% to
$8.2 rmlhon for the year ended December 31, 2012 from $6.8 million for the year ended December 31, 2011. The
increase was primarily due to an increase in‘amortization of software development costs of $0.9 million and an
increase in depreciation for production hardware equipment-of $0.4 million. For the years ended December 31, 2012
and 2011, we capitalized $5.2 miillion and -$4.1 million, respectively, of software development costs. For the years
ended December 31, 2012 and 2011, we capitalized $5.2 million and $3.2 million, respectively, of equipment and
leasehold improvements. The higher equipment purchases were primarily due to the build-out of a replacement disaster
recovery data center.

Technology and Communications. 'Technology and communications expense increased by $1.9 million or 17.0%
to $12.8 million for the year ended December 31, 2012 from $10. 9 million for the year ended December 31,2011. The
increase was pnmanly attributable to higher expenses associated with- our new data center and 1ncreased market data,
production data and telecommunication costs.

Professional and Consulting Fees. Professional and consulting fees increased by $2.9 million or 29.0% to $13.1
million for the year ended December 31, 2012 from $10.1 million for the year ended December 31,2011. The increase
was principally due to higher legal expense of $0.8 million, audit and tax services of $0.6 million and IT consulting of
$0.6 million. Transaction costs related to the Xtrakter acqulsmon mainly legal, audlt and tax fees, amounted to
approximately $1.1 million in 2012.

Occupancy. Occupancy costs increased by $0.1 million or 3.1% to $3‘.O million for the yeer ended December 31,
2012 from $2.9 million for the year ended December 31, 2011.

Marketing and Advertising. Marketing and advertising expense iﬁcréased by $0.6 million or 12% to $5.5 million
for the year ended December 31, 2012 from $4.9 million for the year ended December 31, 2011. The increase was
principally due to higher advertising costs of $0.2 million and public relations of $0.3 million.

General and Administrative. " General and administrative eéxpense increased by $0.6 million-or 8.2% to
$8.6 million for the year ended December 31, 2012 from $7.9 million for the year ended December 31, 2011. The
increase was due to an increase in state and local sales tax and VAT tax of $1.3 million, offset by a decrease of $0.7
million in charges for doubtful accounts. In 2011, we recognized a credit of $1.0 million resulting from the settlement
of a reimbursement claim on a previously paid sales tax. In 2011, we also recorded a charge for doubtful accounts of
$0.9 million relatmg to. the MF Global Inc. 11qu1dat10n proceedmg and a write-off of a minority investment of $0.6
million.

Provision for Income Tax

.- We recorded an income tax prov1<.1on of $26.6 million and $31.0 million for the years ended Dccember 31, 2012
and 2011, respectively. The decrease in the 2012 tax provision was primarily attributable to a non-recurring favorable
income tax adjustment of $6.7 million, offset by an increase in pre-tax income.

~ Our consolidated effective tax rate for the twelve months ended December 31, 2012 was 30.7%, compared to
39.4% for the twelve months ended December 31, 2011. The 2012 provision includes a favorable income tax
adjustment 'of $6.7 million relating to certain previously unrecognized tax benefits. We updated the recognition of
certain acquired net operating loss carryforwards in response to a private letter ruling received from the Internal
Revenue Service. Our consolidated effective tax rate can vary from period to period depending on, among other
factors, the geographic and business mix of our earnings and changes in tax legislation and tax rates.

. As of December-31, 2012, we had restricted U.S. federal net operating loss carryforwards of approximately
$17.1 million. The -utilization of our U.S. net ‘operating " loss carryforwards is subject to an-annual limitation as
determined by Section 382 of the Internal Revenue- Code

Year Ended December 31 2011 Compared to Year Ended December 31 2010
Overview : ‘ :

“Total revenues 1ncreased by $34.9 mﬂhon or 23.8% to $181.1 rmlhon for the year ended December 31, 2011 from
$146.2 million for the year ended December 31, 2010. This increase in total revenues was primarily due to an increase
in commissions of $33.3 million.

Total expenses increased by $7.0 million or 7.4% to $102.4 million for the year ended December 31, 2011 from
$95.3 million for the year ended December 31, 2010. The increase was primarily due to higher employee compensation
and benefits of $2.3 million, professional and consulting fees of $1.6 million and marketing and advertising costs of
$1.8 million.
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- Income before taxes increased: by $27.8 million or 54.7% to $78.7 million for the year ended December 31, 2011
from $50.9 million for the year ended December 31, 2010. Net income. increased by $16.3 million or 51.8% to $47.7-
million for the year ended December 31, 2011 from $31.4 million for the year ended December 31, 2010.

Revenues

Our revenues for the yea}s ended December 31, 2011 and 2010, and the resulting dollar and percentage changes,
were as follows:

Year Ended December 31,
2011 2010
% of . % of $ %
$ Revenues $ Revenues Change Change
($ in thousands)

Commissions ..............ciiiiniunnnnnn. ... $155,444 85.8% .$122,180 © ' 83.6% $33,264 27.2%
Technology products and services ................ 14,310 7.9 13,648 9.3 662 49
Information and user access fees™ . ... .......... S 7,199 4.0 6,681 4.6 518 7.8
Investment income .. ......... e e et 1,229 0.7 1,192 0.8 37 3.1
Other ................... e, e 2,917 1.6 2,527 1.7 . 390 154

Total revenues.:........ e e e v de e $181,099 100.0% $146,228 100.0% $34,871 23.8%

Cominissions. Our comimission revenues for the years ended December 31, 2011 and- 2010, and the resultmg
dollar and percentage changes were as follows =

' Year Ended December 31,

’ $ %
2011 2010 . Change. Change
. ($in thousands)
Variable transaction fees ’
U.S.high-grade ................... J - $ 59351 § 46,329 $13,022 28.1%
_Eurobond . .. o e R et "3,6_5'(')f 5,963 (2,313) (3878)’
. Emergmgmarkets h1gh-y1eld and other c s 28714 19,728 8986 455
. Total yariable transacuon fees e e e - 291718 72,020 - 19,695 27.3
Distribution fees o S o : ' '
U.S. high-grade ..o oo il v o 49,580 37,467 12,113 °32.3"
Eurobond .. .:.:....:. R S S 14,149 - 12,693 1,456 11.5 -
" Total diéiribu_tion fees' e e e ‘_6'3',729 50,160 = 13,569 o211
Total commissions ... . ... ... vt $155444 . $122,180 . $33,264 27.2%.

The $13.6 million increase in distribution fees for the year ended December 31, 2011 compared to the year ended
December 31, 2010 was due principally to the migration of seven U.S. broker-dealer market makers in the prior 15
months from.- -an- all-variable fee plan to a plan that incorporates a combination of a monthly distribution fee and
variable transactlon fees and the addition of several new U.S. and European broker-dealer market makers to the
platform.
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" The following tablé-shows the extent to-which the increase in commissions. for the year ended December 31, 2011
was attributable to changes in transaction Volumes, vanable transaction fees per million and dlstnbutlon fees:

Change from Year Ended December 31, 2010

U.S. Emerging Markets,
High-Grade Eurobond  High-Yield and Other Total
) (In thousands)
* Volume increase (decrease) . . . ... S D - '$15,259 $(1,580) ° $10,154 $23,833
Variable transaction fee per million
(dEeCTease) ... vvee v vnovaeeiinneeanns (2,237) (733) (1,168) (4,138)
- ‘Monthly distribution fees mcrease Vel 12,113 1,456 — 13,569

Total comnnssmns 1ncrease (decrease) ...... ‘ §25,135 $ (857) $ 8,986 $33,264

:Our trading volume for ‘each of the years presented was as follows:

Year Ended December 31,
) $ %
2011 2010 Change Change
K Tradmg Volume Data (in mllhons) o '
u.s. hlgh-grade—ﬁxed rate ...... Codieeeaesie $311758 $235,698 - $ 76,060 32.3%
U.S. high-grade—floating rate ..................... 11,802 7,698 4,104 533
Total U.S. high-grade .............0 SR T 323,560 243,396 80,164 329
Furobond .....cvvii it 36,933 . 50,251 - (13,318) (26.5)
Emerging markets, high-yield and other .............. 164,514 108,610 55,904 51.5
Total . ..... Tl il P $525,007  $402,257  $122,750 30.5%
Nurber of U.S. Trading Days...... e 250 250
Number of U.K. Trading Days ....................... 251 253

For volume reportmg purposes transactlons in foreign currencies are converted to U.S. dollars at average monthly
rates. The 32.3% increase in U.S. high- grade volume was principally due to an increase in the Company’s estimated
market share of total- U.S. high-grade corporate bond volume as reported by TRACE from 8.4% for the year ended
December 31, 2010 to 11.1% for the year ended December 31, 2011. Estimated TRACE U.S. high-grade volume for
the year ended December 31, 2011 was $2.9 trillion and increased approximately 1.0% from the year ended
December 31, 2010. Our Eurobond volumes decreased by 26.5% for the year ended December 31, 2011 compared to
the year ended December 31, 2010. We believe that the decline in Eurobond volumes was due, in part, to continuing
sovereign debt concerns which negatively impacted market conditions and the competitive environment in Europe.
Emerging markets, high-yield and other volume increased by 51.5% for the year ended December 31, 2011 compared
to the year ended December 31, 2010, primarily due to higher agency volumes.

. Our average variable transac;ionfee per million for the years ended December 31, 2011 and 2010 was as follows:

“Year Ended
December 31,
Average Variable Transaction Fee Per Million

U.S. high-grade—fiXed rate ............tvvmurnreennmeeennnenaanueeannneeanns $190 $196
U.S. high-grade—floating rate ..............ccooeiiiiiiiiiiiiiiiieaiiaaiann, 22 28
Total U.S. high-grade .. ......ooutiiiiiiintaiiei it 183 190
Burobond . . . oo oottt et e e e 99 119
Emerging markets, high-yield and OthET . .t e 175 182
TOMAL .« oot ettt e e e e e et 175 179
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The U.S. high-grade average variable transaction fee per-million decreased to $183 per million for the year ended
December 31, 2011 from $190 per million for the year ended December 31,2010. The decline was primarily due to the
migration of seven :U.S. broker-dealer market makers from an all-variable plan to a plan that incorporates a
combination of a monthly distribution fee and variable transaction fees. The decline was partially offset from an
increase-in the percentage of volume derived from broker-dealer clients on an all-variable plan. Eurobond average
variable transaction fee per million decreased to $99 per million for the year ended December 31, 2011 from $119 per
million for the year ended December 31, 2010. In June 2010, we:launched a click-to-trade protocol in the European
market. In connection with the launch, the Eurobond fee plan was generally revised downward. Emerging ‘markets,
high-yield and other average variable transaction fee per million decreased to $175 per million for the year ended
December 31, 2011 from $182 per million for the year ended December 31, 2010, pnmarrly duetoa hrgher percentage
of volume in products that carry lower fees per million, principally agency bonds.

Technology Products and Services. Technology products and services revenues increased by $0.7 million or
4.9% to $14.3 mrlhon for the year ended December 31, 2011 from $13.6 million for the year ended December 31
2010. The i mcrease was pnmanly a result of higher technology 1ntegratron consultmg serv1ces

Informatton and User Access Fees Information and user access fees. 1ncreased by $0 5 mllhon or 7. 8% to
$7.2 million for the year ended December 31, 2011 from $6.7 million for the year ended December 31, 2010.

- Investment Income. Investment income ‘was $1.2 million for each of-the years énded December 31, 2()11 and
December 31 2010 ' . o

Other Other revenues 1ncreased by $0.4 million or 15.4% to $2 9 nnlhon for the year ended December 31, 2011
from $2.5 million for the year ended December 31, 2010. The increase was, pnmarlly a result of higher initial set-up
fees from broker-dealer clients.

Expenses

Our expenses for the years ended December 31, 2011 and 2010, and the resulting dollar and percentage changes,
were as follows:

L Year Ended December 31,
2011 2010
. %of % of $ %
$ ~Revenues '~ $ Revenues Change ~ Change
“ $in thousands) ' o
Expenses : ‘ e . ‘ : T R
Employee compensation and benefits . ............... $ 58,786 32.5% $56,446  38. 6% $2,340 4.1%
Depreciation and amortization . .................... - 6,781 3.7 6,350 43 431 - 6.8
Technology and communications ™. ... ............ .. 10,912  + “6.0° 9,982 - 6.8 930 93
Professional and consulting fees ... ... ........ ... 10,138 56 8503 . 58 1,635 © 19.2
OCCUPANCY .+ v vttt e e ettt ti it iie e, 2,921 1.6 2,997 2.0 (76) (2.5)
Marketing and-advertising . .. :.....0.... ... 4882 27 0 3075 0 21 1,807  58.8
General and administrative ......: e aanenadas 79460 0 44 7,965 « 54 (19) * (0.2)
Total expenses . ............... AP $102,366  56.5% $95318 652% $7,048  7.4%

Employee Compensation and Benefits. Employee compensation and benefits increased by $2.3 million or 4.1%
to $58.8 million for the year ended December 31, 2011 from $56.4 million for the year ended December 31, 2010. This
increase was primarily attributable to higher incentive compensation of $2.3 million due to improved operating
performance and higher wages and employment taxes and benefits aggregating $2.2 million, offset by a decline in
stock-based compensation expense of $2.1 million. The lower stock-based compensation expense was principally due
to the cancelation of unvested stock options, restricted stock and performance shares related to the June 2011
resignation of the Company’s President. The total number of employees increased to 232 as of December 31, 2011
from 227 as of December 31, 2010. As a percentage of total revenues, employee compensation and benefits expense
decreased to 32.5% for the year ended December 31, 2011 from 38.6% for the year ended December 31, 2010.

Depreciation and Amortization. Depreciation and amortization expense increased by $0.4 million or 6.8% to
$6.8 million for the year ended December 31, 2011 from $6.4 million for the year ended December 31, 2010. The
increase was primarily due to higher depreciation of production and office hardware costs of $0.4 million. For the years
ended December 31, 2011 and 2010, we capitalized $4.1 million and $1.9 million, respectively, of software
development costs, and $3.2 million and $5.2 million, respectively, of equipment and leasehold improvements. The
2010 equipment and leasehold improvement expenditures included $3.0 million associated with the move of our
corporate offices to new premises in New York City in the first quarter of 2010.
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‘Technology and Communications.  Technology and communications expense inereased by:$0.9 million or 9.3%
to $10.9 million for the year ended December 31, 2011 from $10.0. million for the year ended December 31, 2010. The
increase was primarily attributable to higher expenses associated with productlon data and: telecommumcauon COStS.

Profess:onai and Consulting Fees. Professmnal and consulting fees increased by $1 6 nnlhon or 19. 2% to- $10 1
million for the year ended December 31, 2011 from $8.5 million for the year ended December 31, 2010. The increase
was principally due to higher technology consulting costs of $1.2 million and legal expense, principally in connecuon
with proposed swap execution fac1hty-re1ated regulatlon, of $0 9 million.

"Occupancy. Occupancy costs’ decreased by~ $0 1. ‘million or 2 5% $2 9 nnlhon for the year ended
December 31, 2011 from $3.0 million for the year ended December 31, 2010. :

; Marketmg and Advertzsmg Manketmg and advemsmg expense increased by $1 8 nnlhon or .58.8% to
$4.9 million for the year ended December 31, 2011 from, $3.1 million for the _year ended December 31, 2010. The
increase was principally due to higher advertising costs of $0.9 million associated with our credit default swaps tradmg
capabllmes and travel and entertainiient expenses: related to sales activities of $0.6 mllhon

» General and Administrative. General .and administrative expense was $7.9 million for each of the years ended
December 31, 2011 and 2010. Durmg 2011, a credit of $1.0 million resulting from the settlement of a reimbursement
claim on a previously paid sales tax was offset by a higher charge for doubtful accounts of $0.6 million and a write-off
of a minority investment of $0.6 million. Durlng the fourth quarter of 2011, MF Global Inc., a broker-dealer market
maker on our platform, entered a liquidation proceeding. In connection with the proceedlng, we recorded a 100%
allowance against outstanding receivables amounting to $0.9 million. '

- . Provision for Income Tax

We recorded an income tax prov1 sion of $31.0 million and $19.5 million for the years ended December 31, 2011
and 2010, respectively. The increase in the tax prov151on ‘was primarily attributable to the $27.8 million increase in pre-
tax income. With the exception of certain foreign and state and local taxes, the provision for income taxes was largely a
non-cash expense since we had net operatmg loss and tax credit carryforwards available to offset the majority of U.S.
taxable income. We fulIy utilized the balance of our unrestricted U.S. federal net operating loss carryforward durlng
2011, which we expect will result in an increase in cash pa1d for income taxes in subsequent years. :

Our consohdaled effectlve tax rate for the year ¢ ended December 31, 2011 was 39.4% compared to 38.3% for the
year ended December 31, 2010. Our consolidated effective tax rate can vary from period to _period depending. on,
among other factors, the geographlc and business mix of our earnings and changes in tax legislation and tax rates.

As of December 31, 2011, we had restricted U.S. federal net operating loss carryforwards of approximately

$12.3 million. The utilization of our U.S. net operating loss carryforwards is subject to-an annual limitation of
approximately $2.1 million as determined by Section 382 of the Internal Revenue Code.
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. Quarterly Results of Operations .
Our quarterly results have varied significantly as a result of:

. * changes in trading volume due to market conditions, changes in the number of trading days in certain quarters,
and seasonality effects caused by slow-downs in trading activity during certain periods;

* changes in the number of broker-dealers and institutional investors using our tradmg platform as well as
vanatlon in usage by existing clients; : Lo

* expansion of the products we offer to our chents and '

- * variance in our expenses, particularly employee compensation and benefits.

The following table sets forth certam unaudlted consolidated quarterly income statement data for the eight
quarters ended December 31, 2012. In our opinion, this unaudited information has been prepared on a basis consistent
with our annual financial statements and includes all adjustments (consisting only of normal recurring adjustments)
necessary for a fair statement of the unaudited quarterly data. This information should be read in conjunction with our
Consolidated Fmancml Statements and related Notes included in this Annual Report on Form 10-K. The results of
operations for any quarter are not necessarily indicative of results that we may achieve for any subsequent periods.

Three Months Ended

Dec 31, Sep 30, Jun30, Mar31l, Dec31, Sep30, Jun30, Mar 31,
2012 2012 2012 2012 2011 2011 2011 2011

(In thousands, except per share data)

(unaudited)

Revenues : P e : T o
Commissions ...........coveuenrnn.. $44,228 $42,379 $42,690 $44,902 $38,761 $39,822 $39,076 $37,785
Technology products and services . :...... 3,244 2,979 3220 2908 3,439 . 3,779' ~ 3984 3,108
Information and user access: fees oSl 1,878 -+ 1,896 - 1,790 1,871 1,960 1,831 . 1,719+ 1,689
Interest income ......... e 236 251 268 303 <317 303 - 310 299
Other .........0 ... ...l ... 801 . 752 ¢ 857 751 658 829 702 - 728

Total revenues ....... e 50,387 48,257 48,825 50,735 45,135 46;_564 45,791 43,609
Expenses ' A
Employee compensation and benefits .... 14,579 14,636 15,305 15,841 13,707 13,707 15,104 16,268
Depreciation and amortization . ......... 2,337 2,081 1,961 1,854 1,793 1,799 - 1,627 1,562
Technology and communications .. . .. -..3,534 3262 . 3,015. 2,955 2916 2,772 2,724 2,500
Professional and consultmg fees ... e 4,018 :3,202 - 2,837 . 3,024 . 2,354 2,247 2,665. 2,872
Occupancy ...........ccovvvvunnn... 764 732 757 759 726 721 708 766
Marketing and advertising . .. .... U 1,224 1,067 1,732 1447 1,380 1,280 1,248 . 974
General and adnnmstratlve ....... e : 2,402 2,068 .2,018. 2,107 3,393 1,742. 1,810 1,001

Total expenses .................... 28,858 27,048 27,625 27,987 26,269 24,268 25,886 25,943
Income before income taxes ........... 21,529 21,209 21,200 22,748 18,866 22296 19,905 17,666
Provision for income taxes(1) .......... 1,064 7,727 8,571 9,255 7,323 - 8,852 7,968 6,886
Net i income . ... e e S $20,465 $13,482 $12,629 $13,493 $11,543 $13,444 $11,937 $10,780
Net income per common share 1

Basic .......... et e $ 056 3% 037 % 0358% 037$ 031 $ 036 $ 032$,0.30

Dlluted(l)...‘.._.’.’..‘. .............. $ 054 % 036 3% 034 $ 035$ 029 $ 034§ 030$ 10.27

(1) In the fourth quarter of 2012, the Company recogmzed a favorable income tax adJustment of $6.7 million, or
$0.18 per share, relating to certain previously unrecognized tax benefits. SN
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The following tables set forth trading volume and average variable transaction fee per million traded for the eight

quarters ended December 31, 2012.

Trading Volume Data
U.S. high-grade — fixed rate . . ..
U.S. high-grade — floating
TATE +vvive e

Total U.S. high-grade ... ...
Eurobond ...................

Emerging markets, high-yield and

other ........... P s

Three Months Ended )
Dec 31, Sep 30, Jun 30, Mar 31, Dec 31, Sep 30, Jun 30, Mar 31,
2012 2012 2012 2012 2011 2011 2011 2011
(In millions)

$ 89,211 $ 83,193 $ 87,686 $ 94,997 $ 73,181 $ 79,233 $ 77,077 $ 82,267

3,499 2,795 2,984 3,325 2,278 2,761 3,825 2,938

92,710 85,988 90,670 98,322 75459 81,994 80,902 85,205
7,995 6,016 7,793 12,734 8,042 7,580 9,998 11,313

48373 45748 46,313 146,934 41,699 42,092 42,061 38,661

$149,078 $137,752 $144,776 $157,990 $125,200 $131,666 $132,961 $135,179

Three Months Ended

Dec31, Sep30, Jun30, Mar3l, Dec31l, Sep30, Jun30, Mar 31,
2012 2012 2012 2012 2011 2011 2011 2011

Average Variable Transaction Fee Per

Million :

U.S. high-grade — fixed rate . . . .

U.S. high-grade — floating rate .
Total U.S. high-grade . .. . ..

.......... $200 $209 $208 $194 $195 $195 $192 $178
.......... 45 37 28 25 27 24 22 17
.......... 193 203 202 188 190 189 184 172

Eurobond ............c.cvvviiiiiiinann 80 79 74 65 92 108 95 101
Emerging markets, lngh-yleld and other ..... 232 216 205 202 166 175 182 176
Total & o.ove et 200 202 196 183 175 180 177 167

Number of U.S. trading days ......
Number of UK. trading days ... ...

Liquidity and Capital Resources

.......... 60 63 63 62 61 64 63 62
.......... 64 64 60 64 63 65 60 63

During the past three years, we have met our funding requlrements through cash on hand and internally generated
funds Cash and cash equivalents and securities available-for-sale totaled $180.1 million at December 31, 2012.

On January 14, 2013, we entered into a three-year credit agreement that provides for revolving loans and letters of
credit up to an aggregate of $50.0 million. Subject to satisfaction of certain specified conditions, we are permitted to
upsize the credit facility by an additional $50.0 million in total.

Our cash flows were as follows:

Year Ended December 31,
2012 2011 2010
- (In thousands)
Net cash provided by operating activities ...............cccooenn. $ 81,582 $65478 § 64,146
Net cash provided by (used in) investing activities .................. 15,030 (8,576) (7,720)
Net cash (used in) financing activities ..............cc..oveniin . (136,175) (11,199)  (33,849)
Effect of exchange rate changes on cash and cash equivalents . . . ...... (1,149) 1,077) 924)
Net (decrease) increase fortheperiod .. ... $ (40,712) $ 44,626 $ 21,653

We define free cash flow as cash flow from operating activities less expenditures for furniture, equipment and
Jeasehold improvements and capitalized software development costs. For the years ended December 31, 2012, 2011
and 2010, free cash flow was $71.2 million, $58.3 million and $57.0 million, respectively. Free cash flow is a non-
GAAP financial measure. We believe that this non-GAAP financial measure, when taken into consideration with the
corresponding GAAP financial measures, is important in gaining an understanding of our financial strength and cash

flow generation.
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Cash Flows for the Year Ended December 31, 2012 .Compared to Year Ended December 31, 2011

Net cash provrded by operating activities was $81.6 mllhon for the year ended December 31, 2012 compared to
$65.5 million for the year ended December 31, 2011. The $16.1 million increase was due to higher net income of $12.4
million and an increase in cash provided by working capital of $17.5 million, offset by a decrease in deferred taxes of
$16.8 million. We fully utilized the balance of our unrestncted U.S. federal net operating loss carryforward during
2011, wh1ch resulted in an increase in cash paid for i 1ncome taxes in 2012. During 2012, cash pald for income taxes was
$15.1 million compared to $10.2 rmlhon in 2011

‘Net cash provrded by 1nvest1ng activities was $15.0 rmlhon for the year ended December 31, 2012 compared to
net cash used in investing activities of $8. 6 million for the year ended December 31, 2011. The $23.6 million increase
was primarily due to net sales and maturities of securities available-for-sale of $25.4 million in 2012 compared to net

- purchases’ of securities available-for-sale of $4.9 million for the year ended December 31, 2011. Capital expendltures
were $10.4 million and $7.2 million for the years ended December 31, 2012 and 2011, respectively. The increase in
capltal expendltures was pnmanly due to the bu11d-out ofa repla(:ement dlsaster recovery data center in2012.

- Net cash used in financing activities was $136 2 million for the year ended December 31, 2012 compared to $11.2

million forthe year ended December 31, 2011. The $125.0 million increase in net cash used in financing activities was
principally due-to an increase in repurchases of our common stock of $68.2 million, which included $52.8 million
- ‘acquired from JPMorgan Chase & Co."(*JPM”), an increase in withholding tax payments on restricted stock vesting
and stock option exercises of $15.6 million and an increase in cash dividends paid in 2012 on our common stock of
$50.4 million, offset by an increase in excess tax’ benefits from stock-based compensation of $7.5 million and the
* exercise of stock optrons of $1.7 mllhon We pard a spec1al d1V1dend on our common stock in December 2012 of $47 6
Imlhon : :

Cash Flnws Jor the Year Erided December 31, 2011 Compared to Year Ended December 31, 2010

Net cash provided by operating activities was $65.5 million for the year ended December 31, 2011 compared to
$64.1 million for the year ended December 31, 2010. The $1.3 million increase in net cash provided by operating
activities was primarily due to an increase in net income of $16.3 million, offset by a decrease in cash used for working
capital of $14.6 million and lower non-cash stock based compensation expense of $2.1 million. ‘We fully utilized the
‘balance of our unrestricted U.S. federal net operating loss carryforward during 2011, which resulted in an increase in
cash paid for income ‘taxes in 2011 Dunng 2011 cash ‘paid for income taxes was $1O 2 million compared to $2.2
mrlhon in 2010. .

Net cash used in mvestmg activities was $8 6 million for the year ended December 31, 2011 compared to $7.7
mllhon for the year ended December 31, 2010. Net Jpurchases of securities available- for—sale were $4.9 million in 2011
compared to $0.6 million in Decernber 31, 2010. Capital expenditures were $7.2 million and $7.1 million for the years
N ended December 31, 2011 and 2010, respectlvely Securlt1es and cash prov1ded as collateral decreased by $3.5 rmlhon

in 201 1.

Net cash used in financing act1v1t1es was '$11.2 million for the year ended December 31, 2011 compared to $33 8
‘million for the year ended December 31, 2010. The $22.7 million decrease in net cash used in financing activities was
pnnc1pa11y due to a reduction in repurchases of our common stock of $23.1 million and an increase in w1ndfa11 tax
benefits on stock-based compensation of $5.7 million, offset by an increase of $2.4 million in w1thhold1ng tax
- ‘payments on restricted stock vestmg and stock optlon exercises and an increase of $3.1 rmlhon in cash d1v1dends paid

in2011 on common stock ~ v S : :

Other Factors Relatmg to quuldtty and Capztal Resources

We are dependent on .our broker-dealer clients who are not restncted from buymg and selhng ﬁxed—mcome
securities with institutional investors, either directly or through their own proprietary or third-party platforms. None of
our broker-dealer clients is contractually or otherwise obligated to continue to use our electronic trading platform. The
"loss of, or a s1gn1ﬁcant reduction in the use of our electronic platform by, our broker-dealer clients. could reduce our
cash flows, affect our hquldrty and. have a matenal adverse effect on our busmess ﬁnancml condltlon and results of
operatlons
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We believe that our current cash resources and borrowing capacity under our ¢redit facility are adequate to meet our
liquidity needs and capital expenditure requirements for at least the next 12 months. However, our future liquidity and
capltal requlrements will depend on a number of factors, mcludmg expenses associated with product development and
expansion and new business opportunities that are intended to further diversify our revenue stream. We may also acquire
or invest in techno]ogles business ventures or products that are complementary to our business. In addition, we fully
utilized the balance of our unrestricted U.S. federal net operatmg loss carryforward during 2011, which resulted in an
increase in cash paid for income taxes in 2012, and we expect further increases in subsequent years. In the event we
require any additional financing, it will take the form of equity or debt financing. Any additional equity offerings may
result in dilution to our stockholders. Any debt financings, if available at all, would hkely be pursuant to the terms of our
credit facility with JPM, which includes restrictive covenants with respect to dividends, 1ssuances of additional capltal and
other financial and operatronal matters related to our busmess

We have three regulated subsrdrarres MarketAxess Corporatlon MarketAxess Europe Limited and MarketAxess
Canada Ltd. MarketAxess Corporation is a registered broker-dealer in the.U.S., MarketAxess Europe Limited is a
registered multilateral trading facility dealer in the U.K. and MarketAxess Canada Ltd. is a registered Alternative. Trading
System dealer in the Province of Ontario. As such, they are subject to minimum regulatory capital requirements imposed
by their respective market regulators that are intended to ensure general financial soundness and liquidity based on certain
minimum capital requirements. The relevant regulations prohibit a registrant from repaying borrowings from its parent or
affiliates, paying cash dividends, making loans to its parent or affiliates or otherwise entering into transactions that result
in a significant reduction in its regulatory net capital position without prior-notification to or approval from its principal
regulator. The capital structures of our subsidiaries are designed to provide each with capital and liquidity consistent with
its business and regulatory requirements. Subject to rulemaking pursuant to the Dodd-Frank Act, we currently expect to
establish and-operate a swap execution facility and/or a security-based swap execution facility and we will be required to
maintain an additional amount of minimum net capital in connection with such facilities. The following table sets forth the
capital requirements, as defined, that the Company’s subsidiaries were required to maintain as of December 31, 2012:

MarketAxess MarketAxess MarketAxess

Corporation * Europe Limited Canada Limited
’ o ‘ ‘ (In thousands)
Netcapital ................. P PN - $63,624 $13,151 $479
‘Minimum net capital requrred e O 2,266 2,943 277
Excess net capital ....... e ey o $61,358 $10,208 $202

~We execute certam bond transactions between and among institutional investor and broker dealer clients on a riskless
prmcrpal basis by serving as counterparty to both the buyer and the seller in matchlng back-to-back trades, which are then
settled through a third-party clearing organization. We act as intermediary on a riskless principal basis in these bond
transactions by serving as counterparty to the two clients involved. Settlement typically occurs within one to three trading
days after the trade date. Cash seftlement of the transaction occurs upon recerpt or dehvery of the underlying instrument
that was traded. Under securities clearing agreements with the independent third party, we maintain collateral deposits
wrth the clearmg broker in the form of cash. As of December 31, 2012, the amount of the collateral deposits included in
prepaid expenses and otheér assets in the Consolidated Statements of Financial Condition was $0.9 million. We are
exposed to credit risk in the event a counterparty does not fulfill its obligation to complete a transaction. Pursuant to the
terms of the securities clearing agreements between us and the independent clearing broker, the clearing broker has the
rlght to charge us for losses resulting from a counterparty s failure to fulfill its contractual obligations. The losses are not
capped at a maximum amount and apply to all trades executed through the cleanng broker. At December 31, 2012, we had
not recorded any habrlltres with regard to this right.

In the ordinary course of business, ‘we enter into contracts that contain a variety of representations, warranties and
general indemnifications. Our maximum exposure from any claims under these arrangements is unknown, as this would
involve claims that have not yet occurred. However, based on past experience, we expect the risk of loss to be remote.

In October 2011, our Board of Directors authorized a share repurchase program for up to $35.0 million of our
common stock. As of December 31, 2012, a total of 955,342 shares were repurchased at an aggregate cost of $29.2
million. Shares repurchased under the program are held in treasury for future use. Through - February 20, 2013, no
additional shares have been repurchaséd under this plan. ’ :

In January 2013, our Board of Directors approved a quarterly cash d1v1dend of $0.13 per share payable on
February 28, 2013 to stockholders of record as of the close of business on February 14, 2013. Any future declaration and
payment of dividends will be at the sole discretion of our Board of Directors. The Board of Directors may take into
account such matters as general business conditions, our financial results, capital requirements, contractual, legal, and
regulatory restrictions on the payment of dividends to our stockholders or by our subsidiaries to the parent and any such
other factors as the Board of Directors may deem relevant.
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On October 26, 2012, we entered into an'agreement to acquire all of the -outstanding  shares of Xtrakter from
Euroclear S.A/N.V. The aggregate purchase price is £26.0 million (approximately $40.5 million) in cash, plus
transaction costs, and is subject to a post-closing adjustment based on the net working capital of Xtrakter on the closing
date. The purchase price will be funded from available cash on hand. We received FSA approval of the change in
control on February 18, 2013 and expect to complete the acquisition of Xtrakter on or about February 28, 2013.

Effect; of Inflation

Because the majority of our assets are liquid in nature, they are not significantly affected by iriﬂatioﬁ. However,
the rate of inflation may affect our expenses, such as employee compensation, office leasing costs and communications
expenses, which may not be readily recoverable in the prices of our services. To the extent inflation results in rising
interest rates and has other adverse effects on the securities markets, it may adversely affect our financial position and
results of operations. ' ' ' '

Contractual Obligations and Commifments

As of December 31, 2012, we had the following contractual obligations and commitments:

Payments due by period ’
. Less than : More than
Total 1 year 1 - 3 years 3 - Syears 5 years
(In thousands) s
Operatingleases .................couu.u... $17,831 $ 1,796 $3,789 $4,991 $7.255
Capital leases ............ PRSP eieee. 364 .. 322 42 D e —
Foreign currency forward contract .-. . . . .. eev. 15,809 . -.15,809. - — — —

$34,004- $17,927 '$3.831  $4,991  ~$7,255

We enter into foreign currency forward contracts to hedge the exposure to variability m féréign currency cash
flows resulting from the net investment in our U.K. subsidiary. As of December 31, 2012, the notional value of the
foreign currency forward contract outstanding was $15.8 million and the gross and net fair value liability was'$17,000.

- In January 2013, our Board of Directors approved a quarterly dividend to be paid to the h61_dcrs_ of the outstanding
shares of capital stock. A cash dividend of $D.13 per share of voting and non-voting common stock outstanding will be
payable on February 28, 2013 to stockhol_defs of record as of the close of business on February 14, 2013. We expect.the
total amount payable to be approximately $4.9 million. .

On January 14, 2013, we entered into a three-year credit agreement that provides for revolving loans and letters of
credit up to an aggregate of $50.0 million. Subject to satisfaction of certain specified conditions, we are permitted to
‘upsize the credit facility by an additional $50.0 million in total.

Recent Accounting Pronouncements :

* See Note 2 to the Consolidated Financial Statem_e;nts included in Item 8 of this Annual Report on Fo'rm"ll_O;K f‘bria
discussion of recent accounting pronouncements.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk.

Market risk is the risk of the loss resulting from adverse changes in market rates and prices, such as interest rates
and foreign currency exchange rates. S ' '

Market Risk

The global financial services business is, by its nature, risky and volatile and is directly affected by many national
and international factors that are beyond our control. Any one of these factors may cause a substantial decline in the
U.S. and global financial services markets, resulting in reduced trading volume and revenues. These events could have
a material adverse effect on our business, financial condition and results of operations. - :

As of December 31, 2012, we had a $51.2 million investment in securities available-for-sale. Adverse movements,
such as a 10% decrease in the value of these securities or a downturn or disruption in the markets for these securities,
could result in a substantial loss. In addition, principal gains and losses resulting from these securities could on
occasion have a disproportionate effect, positive or negative, on our financial condition and results of operations for
any particular reporting period.

See also Item 1A. Risk Factors, “Risks Related to Our Industry — Economic, political and market factors beyond
our control could reduce demand for our services and harm our business, and our profitability could suffer.”

Interest Rate Risk

Interest rate risk represents our exposure to interest rate changes with respect to the money market instruments,
U.S. Treasury obligations and fixed-income securities in' which we invest. As-of December 31,2012, our cash and cash
equivalents and securities available-for-sale amounted to $180.1 million and were primarily invested in money market
instruments, U.S. government obligations and municipal securities. We do not maintain an inventory of bonds that are
traded on our platform.

. Den'fa_tive Risk

Our limited derivative risk stems from our activities in the foreign currency forward contract market. We use this
‘market to mitigate our U.S. dollar versus Pound Sterling exposure that arises from the activities of our U.K. subsidiary.
As of December 31, 2012, the notional value of our foreign currency forward contract was $15.8 million. In October
2012, we purchaséd-a foreign exchange call option to économically hedge the Xirakter purchase price of £26.0 million.
We do not speculate in any derivative instruments. '

Credit Risk.
We act as a riskless principal through MarketAxess Corporation and MarketAxess Europe Limited in certain
transactions that we execute between clients. We act as an intermediary in these transactions by serving as counterparty
to both the buyer and the seller in matching back-to-back bond trades, which are then settled through a third-party

clearing organization. Settlement typically occurs within one to three trading days after the trade date. Cash settlement
of the transaction occurs upon receipt or delivery of the underlying instrument that was traded. '

We are exposed to credit risk in our role as trading counterparty to our clients. We are exposed to the risk that
third parties that owe us money, securities or other assets will not perform their obligations. These parties may default
on their obligations to us due to bankrupicy, lack of liquidity, operational failure or other reasons. Adverse movements
in the prices of securities that are the subject of these transactions can increase our risk. Where the unmatched position
or failure to deliver is prolonged, there may also be regulatory capital charges required to be taken by us. There can be
no assurance that the policies and procedures we use to manage this credit risk will effectively mitigate our credit risk
exposure.

Cash and cash equivalents includes cash and money market instruments that are primarily maintained at one major
global bank. Given this concentration we are exposed to certain credit risk.
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Item 8. Financial Statements and Supplementary Data.

MARKETAXESS HOLDINGS INC.
INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

Management’s Report on Internal Control Over Financial Reporting . ................ ................ 66

Audited Consolidated Financial Statements

‘Report of Independent Registered Public Accounting Firm ................ R 67
Consolidated Statements of Financial Condition — As of December 31, 2012 and 2011. .. .... T 68
Consolidated Statements of Operations — For the years ended December 31, 2012, 2011 and 2010 .......... 69
Consolidated Statements of Comprehensive Income — For the years ended December 31,2012, 2011 and -

2000 . e e 70
Consolidated Statements of Changes in Stockholders’ Equity — For the years ended December 31, 2012, 2011

and 2010 . ..o e 71
Consolidated Statements of Cash Flows — For the years ended December 31, 2012, 2011 and 2010 .. ........ 72

Notes to Consolidated Financial Statements ....................cc..eeeoiiueieennnnneenin .. ... T3
The unaudited supplementary data regarding consolidated quarterly income statement data are incorporated by

reference to the information set forth in Item 7, “Management’s Discussion and Analysis of Financial Condition and
Results of Operations,” in the section captioned “Quarterly Results of Operations.”
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MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING

Management of MarketAxess Holdings Inc. is responsible for establishing and maintaining adequate internal
control over financial reporting as defined in Rules 13a- 15(f) and 15d-15(f) under the Securities Exchange Act of 1934.
The Company’s internal control over financial reporting is designed to provide reasonable assurance regarding the
reliability of financial reporting and the preparation of financial statements for external purposes in accordance with
U.S. generally accepted accounting principles. The Company’s internal control .over financial reporting includes those
policies and procedures that:

(i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the
transactions and dispositions of the assets of the Company;

(ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of
financial statements in accordance with generally accepted accounting principles, and that receipts and
expenditures of the Company are being made only in accordance with authorizations-of management and directors
of the Company; and

(iii) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use
or disposition of the Company’s assets that could have a material effect on the financial statements. '

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate. '

Management assessed the effectiveness of the Company’s internal control over financial reporting as of
December 31, 2012. In making this assessment, management used the criteria set forth by the Committee of
Sponsoring Organizations of the Treadway Commission in Internal Control — Integrated Framework.

Based on our assessment and those criteria, management concluded that the Company maintained effective
internal control over financial reporting as of December 31, 2012.

The effectiveness of our internal control over financial reporting as of December 31, 2012 has been audited by

PricewaterhouseCoopers LLP, an independent registered public accounting firm, as stated in their report which appears
herein.
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Report of Independent Registered Public Accounting Firm
To Board of Directors and StOékho'lders of MarketAxess Holdings Inc.:

In our opinion, the accompanying consolidated statements of financial condition and related consolidated
statements of operations, consolidated statements of other comprehensive income, consolidated statements of changes
in stockholders’ equity, and consolidated statements of cash flows, present fairly, in all material respects, the financial
position of MarketAxess Holdings Inc. and its subsidiaries at December 31, 2012 and December 31, 2011, and the
results of their operations and their cash flows for each of the three years in the period ended December 31, 2012 in
conformity with accounting principles generally accepted in the United States of America. Also in our opinion, the
Company maintained, in all material respects, effective internal control over financial reporting as of December 31,
2012, based on criteria established in Internal Control — Integrated Framework issued by the Committee of

_Sponsoring Organizations of the Treadway Commission (COSO). The Company’s management is responsible for these
financial statements, for maintaining effective internal control over financial reporting and for its assessment of the
effectiveness of internal control over financial 'reporting,‘in'cluded in the accompanying “Management’s Report on
Internal Control over Financial Reporting.” Our responsibility is to express opinions on these financial statements and
on the Company’s internal control over financial reporting based on our integrated audits. We conducted our audits in
accordance with the standards of the Public Company Accounting Oversight Board (United States). Those standards
‘require that we plan and perform the audits to obtain reasonable assurance about whether the financial statements are
free of material misstatement and whether effective internal control over financial reporting was maintained in all
material respects. Our audits of the financial statements included examining, on a test basis, evidence supporting the
‘amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates
made by management, and evaluating the overall financial statement presentation. Our audit of internal control over
financial reporting included obtaining an understanding of internal control over financial reporting, assessing the risk
that a material weakness exists, and testing and evaluating the design and operating effectiveness of internal control

-based on the assessed risk. Our audits also included performing such other procedures as we considered necessary in
the circumstances. We believe that our audits provide a reasonable basis for our opinions.

A company’s internal control over financial reporting is a process designed to provide reasonable assurance
regarding the reliability of financial reportihg and the preparation of financial statements for external purposes in
accordance with generally accepted accounting principles. A company’s internal control over financial reporting
includes those policies and procedures that (i) pertain to the maintenance. of records that, in reasonable detail,
accurately and fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable
assurance that transactions are recorded as’n'e‘cessary to permit preparation of financial statements in accordance with
generally accepted accounting principles, and that receipts and expenditures of the company are being made only in
accordance with authorizations of management and directors of the company; and (iii) provide reasonable assurance
regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that
‘could have a material effect on the financial statements.

Because of its inherent limitations, internal control over financial reporting may not prevent or detect
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls
‘may become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate.

/s/ PricewaterhouseCoopers LLP
New York, New York
February 21, 2013
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MARKETAXESS HOLDINGS INC.
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION

As of December 31
2012 2011
(In thousands, except
o share and per share
amounts)
ASSETS ‘ ' i

Cash and cash equivalents ......... . U TP e $128,908 $169,620

Securities available-for-sale ... ......ccoiniiiiiia e e L e 51,208 78,110

Accounts receivable, net of allowance of $75 and $1,086 as of December 31, 2012 and 2011 ’
FESPECHIVELY « .+ v vt i e et s e e e P 31,044 36,170

Deferredtaxassetsnet.:..’........5.......‘...................‘.'..;,............i. 9,442 8,089

Goodwﬂl and mta_nglble assets, net of accumulated amortization .. . U T, . ' 33,134 34,544

Capltahzed software, furniture, equlpme nt and leasehold improvements, net of accumulated
deprec1at10n and AMOTHZALON - .« ot et i e ie il S 18,009 14,460

Prepaid expenses and other assets . SRR ' 8,096 8,465

TOLAL SSELS . . o« e v eeee e n s enie e st e e P .. $279,841 $349,458
LIABILITIES AND 'STOCKHOLDERS’ EQUITY.

Llabllltles o e : ,
Accrued employee compensation. . . ............. e s $ 19916 $ 19,425
Deferred revenue ... . . ..ooounvnn. B e 4,864 5,326
Accounts payable, accrued expenses and other hablhtles e e 12,344 12,268

. Total liabilities .. ........... R U S e 37,124 37,019

Commitments and Contingencies (Note 12) ... ... PR S, P e — o —
Stockholders’ equity
Preferred stock, $0.001 par value; 4, 855,000 shares authonzed no shares 1ssued and
outstanding as of December 31, 2012 and 2011 ... L — —
Series A Preferred Stock, $0.001 par value, 110,000 shares authotized, no shares issued and '
outstanding as of December 31, '2012and 2011 ......... N — —
Common stock voting, $0.003 par valué, 110,000,000 shares authorized, 38, 902,294 shares
and 37,725,394 shares issued and 37,407, 135 shares and 36,183,655 shares outstandmg as
of December 31, 2012 and 2011, respectively ...... .0 .. oo 118 113
Common stock non-voting, $0.003 par value, 10, 000,000 shares authorized, no shares and o
2,585,654 shares issued and outstanding as of December 31, 2012 and 2011

TESPECTIVELY . o o\ e vttt et .. — -9
Additional paid-in €apital . ... .......oeiii i 283,609 340,716
Treasury stock — Common stock voting, at cost, 1,495, 159 shares and 1, 541 739 shares as o '

of December 31, 2012 and 2011, reSpeCthely ...................... e (32,273) (25,933)
Accumulated deficit .. .ot e e e e e (5,644) (584)
Accumulated other comprehensive 10SS .. ... ovvvvun i (3,093) (1,882)

Total stockholders’ equity .............. ..ot RERTS 242,717 312,439

Total liabilities and stockholders’ equity .. ............ccooverneraeneeaen - .. $279,841 $349,458

The accompanying notes are an integral part of these consolidated financial statements.
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MARKETAXESS HOLDINGS INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

Year Ended December 31,
2012 2011 2010
(In thousands, except per share amounts)
Revenues : s .
Commissions ....:. T i SO A, S - $174,199  $155,444 - $122,180
Technology products and services ........... T S ST - 12,351 14,310 13,648
Information and user access fees ...................... ..o 7,435 7,199 6,681
Investmentincome . ............. ... ... ... ... .. . ... . .. 1,058 1,229 1,192
Other . ... 3,161 2,917 2,527
Totalrevenues .............. ... ... ... ... ... . . . . . . .. .. ... .. 198,204 181,099 146,228
Expenses
Employee compensation and benefits ...................... ... ... ... . 60,361 58,786 56,446
Depreciation and amortization ... .....................oo i 8,233 6,781 6,350
Technology and communications ......................... ... ... ... .. 12,766 10,912 9,982
Professional and consultingfees .......... ... ... .. ... .. ... . . . .. 13,081 10,138 8,503
Occupancy ......... ... 3,012 2,921 2,997
Marketing and advertising .................. ... ... ... .. 5,470 4,882 3,075
General and administrative .......................0.o oo 8,595 7,946 7,965
Totalexpenses .................. ... ... ... . . 111,518 102,366 95,318
Income before income taxes ..................... .. ... ... .. ... ... ... 86,686 78,733 50,910
Provision for income taxes ........... ... ... ... .. ... . . .. . . ... . ... . .. 26,617 31,029 . 19,482
Netincome ............ ... ... . ... . . .. . . .. . . .. $ 60,069 $ 47,704 $ 31,428
Net income per common share
Basic . ... $ 165 $ 129 $ 086
Diluted . ... $ 159 $§ 120 $ 080
Cash dividends declared per common share .............................._. $ 174 $ 036 $ 028
Weighted average shares outstanding
BasiC . ... 36,516 37,006 33,159
Diluted ........ . 37,816 39,608 39,051

The accompanying notes are an integral part of these consolidated financial statements.
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MARKETAXESS HOLDINGS INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year Ended December 31,
2012 2011 2010
‘ . (In thousands)
DRy R $60,069 $47,704 $31,428
Cumulative translation adjustment and foreign currency exchange hedge, netof tax .... (748) (634) (564)
Unrealized net (loss) gain on securities available-for-sale, netoftax ................. (463) 403 304
Comprehensive INCOME . . . . ... ..veteunnnarennn et $58,858 $47,473 $31,168

The accompanying notes are an integral part of these consolidated financial statements.
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MARKETAXESS HOLDINGS INC.
CONSOLIDATED STATEMENTS OF CHANGES IN STOCKHOLDERS’ EQUITY

Treasury
Common Receivable  Stock - Accumulated
Common Stock Additional for Common Common Other Total
Stock Non - Paid-In Stock Stock  Accumulated Comprehen- Stockholders’
Voting  Voting  Capital  Subscribed Voting Deficit sive Loss Equity
. . . (In thousands) )

Balance at December 31,2009 .. ... ... $104 $9 $313,896 $(713) $(40,000)  $(55,403) $(1,391) $216,502
Netincome ..................... .. — — —_ — L 31,428 — 31,428

Cumulative translation adjustment and
foreign currency exchange hedge, net ’
oftax .......0... ... . . — — — — — S (564) (564)

‘Unrealized net gain on securities

available-for-sale, net of tax .-....... — — — — — — 304 304
Stock-based compensation . . .......... —_ — 8,969 — — — —_ : 8,969
Exercise of stock options ............ 4 —_ 6,757 — — — — 6,761
Withholding tax payments on restricted :

.- stock vesting and stock option .

EXEICISeS ....................... — — (2,055) — — — — (2,055)
Tax benefit from the exercise of :

warrants in prior years ............ — — 11,429 — — —_ — 11,429
Excess tax benefits from stock-based ) ‘

compensation ................... — — 1,619 - — — — 1,619
Repayment of promissory notes -, . . . . . . — —_ - . 3 S — — 713
Purchase of treasury stock ........... — — — — ... (30,000 — — (30,000)
Cash dividend on common stock and

Series B Preferred Stock . .......... — — D e —_ — -(10,630) . — - (10,630)
Balance at December 31,2010 ........ 108 9 340,615 — (70,000) (34,605) (1,651) 234,476

— — — 47,704

Netincome ..................... .. — — — 47,704
Cumulative translation adjustment and : . :
foreign currency exchange hedge, net
oftax ........... .. L — — — — —_ e (634) (634)
Unrealized net gain on securities

available-for-sale, net of tax ......... —_ —_— — —_ —_ _ 403 403
Stock-based compensation ....:...... —_ — 6,859 — — — — 6,859
Exercise of stock options ............ 4 —_ 6,803 — —_ —_ — 6,807
Withholding tax payments on restricted ‘
+'.stock vesting-and stock option

eXercises ....................... 4.415) . 4,415)
Conversion of Series B Preferred stock o o )

. to common stock voting .. ..... e 1 — (20,688) - = — 51,002 - . — 30,315
Tax benefit from the exercise of . o

warrants in prior years ............ — — 4,237 — — — — 4,237
Excess tax benefits from stock-based . .

‘compensation .......... i e — — 7,305 e B — — — 7,305
Purchase of treasury stock ........... — — — —_ (6,935) o — — (6,935)
Cash dividend on common stock . . .. .. — — — —_ — (13,683) — (13,683)
Balance at December 31, 20117, /... .. “113 9 340,716 — (25,933) (584 (1,882) 312,439
Netincome ................ e — — — — 60,069 o —_ 60,069
Cumulative translation adjustment and

foreign currency exchange hedge, net

oftaX .........oiiiiii — o — — — - (748) (748)
Unrealized net (loss) on securities

" - available-for-sale, netof tax . . ....... — —_ —_ — — — (463) (463)

. Stock-based compensation . .. .-...... — — 8,385 — — — — 8,385
Exercise of stock options ............ 3 — 8,522 — — — — 8,525
-Withholding tax payments on restricted

.- stock vesting and stock option S .
" exercises ... .. i e — —_ (20,003) — -— - — (20,003)
Excess tax benefits from stock-based

compensation ................... . - — 14,775 -« o — T — —_ — 14,775
Conversion of common stock non-voting

to common stock voting ........... 2 ) (15,878) — 15,878 — — —_
Repurchases of common stock . . ... ... — (@] (52,908) — (22,218) - —_ L — - (75,133)
Cash.dividend on common stock . ... .. —_ — — — — (65,129) — (65,129)

=2
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8
2
g
g
S
3
w
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]
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=
o0

$— $283,609 $ — $(32,273)  $ (5.644) $(3,093) $242,717

|
|

The accompanying notes are an integral part of these consolidated financial statements.
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MARKETAXESS HOLDINGS INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities
T T T I
Adjustments to reconcile net income to net cash provided by operating
activities:
Depreciation and aMOTZAON . . .. ..vuseeerrrrrrereneeersrrrrserres
Stock-based cOmMPENSALioN EXPENSE . . .« vvvnvenvenrerer st

(0111 ST L B
Changes in operating assets and liabilities:
Decrease (increase) in accounts receivable . ....ieiiniiie e
Decrease (increase) in prepaid expenses and other assets ..............-
Increase in accrued employee COMPENSation .. ......ovneevncnerrees
(Decrease) increase in deferred TEVENUE . . . oo v vvnenvcnenranesnsenss
(Decrease) increase in accounts payable, accrued expenses and other
liabilities .....- R e

Net cash provided by operating ACHVILIES ..o vvrineii e

Cash flows from investing activities
Securities available-for-sale:
Proceeds fromsales .......... JT T
Proceeds from Maturities .. .....coeeeereeanreaneeeaneeneennreneens
PULCRASES « o v v e e eeeeenaee s s s e
Securities and cash (provided) received as collateral .. ....covviianninns
Purchases of furniture, equipment and leasehold improvements ............--
Capitalization of software development COSES .......vovenrerereeerrrerers

Net cash provided by (used in) investing activities .............o.oeeeenn

Cash flows from financing activities
Cash dividend on common stock and Series B Preferred Stock .......... ...
Exercise of StOCK OPHONS ..\ vvveevnernreneennannereeee e emrens
Excess tax benefits from stock-based compensation ...............eeeeeees
Withholding tax payments on restricted stock vesting and stock option
EXETCASES « o« v e o v v v e eeee e s e e e a s s

T T
Net cash (used in) financing activities . .. ..........oooorirreriirerees
Effect of exchange rate changes on cash and cash equivalents ..............

Cash and cash equivalents
Net (decrease) increase for the PEHOA . ovvivree e
Beginning of PO . .« .« v v v vnnnnnrenenrnnreers

Endofperiod .............. S e

Supplemental cash flow information:
Cash paid during the year
Cash paid for INCOME TAXES « « « .« v v vvvvrvennrenerese e r e
Non-cash activity
Conversion of Series B Preferred Stock to common SEOCK . vvvvevvnnovensens
Conversion of common stock non-voting to common stock voting ...........

The accompanying notes are an integral part of these consolidated financial statements.
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Year Ended December 31,

2010

(In thousands)

$ 60,069 $ 47,704 $ 31,428

6,350
8,969
15,767
602
(411)

(3,134)
57
2,634
309

1,575

64,146

15,377
49,988
(66,008)
32
(5,205)
(1,904)

(7,720

(10,630)
6,761
1,619

(2,055)
(30,000)
456

(33,849)

(924)

21,653

103,341

$ 128,908 $169,620

$124,994

$ 15,102 $ 10,177

$ 2228



MARKETAXESS HOLDINGS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization and Principal Business Activity

- MarketAxess Holdings Inc. (the “Company”) .was incorporated in the State of Delaware: on April 11, 2000.
Through its subsidiaries, the Company operates an electronic trading platform for corporate bonds and other types of
fixed-income. instruments through which the Company’s institutional investor:clients can access the liquidity. provided
by its broker-dealer clients. The. Company’s multi-dealer trading platform allows its institutional -investor clients to
simultaneously request competitive, executable bids or offers from multiple broker-dealers, and to execute trades with
the broker-dealer of their choice. The Company offers its clients the ability to trade U.S. high-grade corporate bonds,
European high-grade corporate bonds, credit default swaps, agencies, high-yield and emerging markets bonds and
asset-,backe\d:ahd preferred securities. The Company also executes certain bond transactions between and among
institutional investor and broker-dealer clients on a riskless principal basis by serving as counterparty to both the buyer
and the seller in matching back-to-back trades, which then settle through a third-party clearing organization. Through.
its Corporate BondTicker™ service, the Company provides fixed-income market data, analytics and compliance tools
that help'its clients make trading decisions. In addition, the Company provides FIX '(Financlial. Information eXchange)
message management tools, connectivity solutions and ancillary technology services that facilitate the electronic
communication of order information between trading counterparties. ' o

~ For 2011 and 2010, JPMorgan Chase & Co. (“JPM”) was the Company’s sole stockholder brokér—dealer ,clieht.
During the first quarter of 2012, JPM sold its shares of the Company’s common stock and is no longer considered a
related party. See Note 8, “Related Parties.”

2. Significant Accounting Policies
Basis of Presentation ) , » )
. The consolidated financial statements include the accounts of the Company and its subsidiari_e& All ;inter(,;ompany.
transactions and balances have been eliminated. : '

Cash and Cash Eqdi’valents 7

Cash and cash equivalents includes cash and money market instruments that are primarily maintained at one major
global bank. Given this concentration, the Company is exposed to certain credit risk. The Company defines cash
equivalents as short-term interest-bearing investmgﬁfs with maturities at the time of purchase of three months or less.

Securities Available-for-Sale
The Company classifies its marketable securities as available-for-sale ‘securities. Unrealized marketable securities
gains and losses, net of taxes, are reflected as'a net amount under the caption of accumulated other comprehensive 1oss -
on the Consolidated Statements of Financial Condition. Realized gains and losses are recorded in"the Consolidated -
Statements of Operations in other revenues. For the purpose of computing realized gains and losses, cost is determined
on a specific identification basis. SRR

_ The Company assesses whether an other-than-temporary impairment loss on the irives_tmehts has occurred due to -
declines in fair value or other market conditions. The portion of an other-than-temporary impairment related to credit
loss is recorded as a charge in the Consolidated Statements of Operations. The remainder is recognized in other
comprehensive loss if the Company does not intend to sell the security and it is more likely than not that the Company
will not be required to sell the security prior. to tecovery. No charges for other-than-temporary losses .were recorded
during 2012, 2011 or2010. I : ' : R

Fair Value Financial Instruments

+ Fair value is defined-as “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.” A three-tiered hierarchy for determining fair value::
has been-established that prioritizes inputs to valuation techniques -used' in fair value calculations. The three levels of
inputs are defined as Level.1 (unadjusted quoted prices for identical assets or liabilities in active markets), Level 2
(inputs that are observable in the marketplace other than those inputs classified in Level 1) and Level 3 (inputs that are
unobservable in the marketplace). The Company’s financial assets and liabilities. measured at fair ‘value on a recurring .
basis consist of its money market funds, securities available-for-sale portfolio, one foreign currency forward contract
and one foreign currency option contract. ‘ Xy : W e o :
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MARKETAXESS HOLDINGS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Allowance for Doubtful Accounts

All accounts receivable have contractual maturities of less than one year-and are derived from trading-related fees
and ‘commissions -and revenues from products and services. The. Company continually - monitors collections and
payments from its customers-and maintains an allowance for doubtful accounts. The allowance for doubtful accounts is
based upon the historical collection experience and specific-collection issues that have been identified. Additions to the
allowance for doubtful accounts are charged to bad debt expense, which is included in general and administrative
expense in the:.Company’s Consolidated Statements of Operations. '

" The allowance for doubtful accounts was $0.1 million, $1.1 million and $0.4 million as of December 31, 2012,
2011 and 2010, respectively. The provision for bad debts was $0.5 million, $1.2 million and $0.6 million for the years
ended December 31, 2012, 2011 and 2010, respectively. During the fourth quarter of 2011, MF Global Inc., a broker-
dealer markef maker on the Company’s platform, entered a liquidation proceeding. In connection with the proceeding,
the Company recorded a 100% allowance against outstanding receivables amounting to $0.9 million. Write-offs and
other charges against the allowance for doubtful accounts were $1.4 million, $0.2 million and $0.7 million for the years
ended December 31, 2012, 2011 and 2010, respectively. ' ' ' '

Depreciation and Amortization

Fixed assets are carried at cost less accumulated depre_¢iation. The Company uses the straight-line method of
depreciation over three to seven years. Leasehold improvements are stated at cost and are amortized using the straight-
line method over the lesser of the life of the improvement or the remaining term of the lease.

Software Development Costs

The Company capitalizes certain costs associated with the development of internal use software at the point at
which the conceptual formulation, design and testing of possible software project alternatives have been completed.
The Company capitalizes employee compensation and related benefits and third party consulting costs incurred during
the preliminary software project stage. Once the product is ready for its intended use, such costs are amortized on a
straight-line basis over three years. The Company reviews the amounts capitalized for impairment whenever events or
changes in circumstances indicate that the carrying amounts of the assets may not be recoverable.

Cash Provided as Collateral .
" Cash is provided as collateral for ‘electronic bank settlements and broker-dealer clearance accounts. Cash provided

as collateral is included in prepaid expenses and other assets in the Consolidated Statements of Financial Condition.

Foreign Currency Translation and Forward Contracts

Assets and liabilities denominated in foreign currencies are translated using exchange rates at the end of the
period; revenues and expenses are translated at average monthly rates. Gains and losses on foreign currency translation
are a component of accumulated other comprehensive loss in the Consolidated Statements of Financial Condition.

Transaction gains and losses are recorded .in general and administrative expense in the Consolidated Statements. of
Operations. ‘

The Company enters into foreign currency forward contracts to hedge its net investment in its U.K. subsidiary.
Gain$ and losses on these transactions dre included in accumulated other comprehensive loss on the Consolidated
Statements of Financial Condition. * T

Revenue Recognition

The majority of the Company’s revenues are derived from monthly distribution fees and commissions for trades
executed on its platform that are billed to its broker-dealer clients on a monthly basis. The Company also derives
revenues from technology products and services, information and user access fees, investment income and other
income.

Commission: revenue. Commissions are generally calculated as a percentage of the notional dollar volume of
bonds traded on the platform and vary based on the- type and maturity of the bond traded. Under the Company’s
transaction fee plans, bonds that are more actively traded or that have shorter maturities are generally charged lower
commissions, while bonds that are less actively traded or that have longer maturities generally command higher
commissions. For trades that the Company executes between and among institutional investor and broker-dealer clients
on a riskless principal basis by serving: as counterparty to both the buyer and the seller, the Company earns the
commission through the difference in price- between the two back-to-back trades. Fee programs for certain products
include distribution fees which are recognized monthly.
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MARKETAXESS HOLDINGS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

Technology products and services. The Company. generates revenues from- technology software licenses,
maintenance and support services (referred to as post-contract technical support or “PCS”) and professional consulting
services.. Revenue is generally recognized when persuasive evidence of an arrangement exists, delivery has occurred,
the fee is fixed or determinable and collection is considered probable. The Company generally sells software licenses
and PCS together as part of multiple-element arrangements. The Company also enters into contracts for technology
integration consulting services unrelated to any software product.

.- For arrangements that include multiple elements, generally software licenses and PCS, the Company allocates and
defers revenue for the undehvered items based on vendor specrﬁc objective evidence (“VSOE”) of the fair value of the
undelivered elements and recognizes the difference between the total arrangement fee and the amount deferred for the
undelrvered items as license revenue. The Company’s VSOE of each element is based on historical evidence of stand-
alone sales of these elements to third parties or the stated renewal rate for the undelivered elements. When VSOE does
not exist for undelivered items, the entire arrangement fee is recognized ratably over the performance penod For PCS,
the term is typically one year and revenue is recogmzed over the duratron of the arrangement ona strarght—hne basis.

Professional consulting services are generally separately priced and are typically not essential to the functionality
of the Company’s software products. Revenues from these services are recognized separately from the license fee.
Generally, revenue from time-and-materials consulting contracts is recognized as services are performed.

v Revenues from contracts for technology integration consulting. services are recognized on the percentage -of-
completion method Percentage of-completlon accounting involves calculatmg the percentage of services provided
during the reportmg period compared to the total estimated services to be provrded over the duration of the contract. If
estimates indicate that a contract loss will occur, a loss provision is recorded in the period in which the loss first
becomes probable and reasonably estimable. Contract losses are determined to be the amount by which the estimated
direct and indirect costs of the contract exceed the estimated total revenues that W111 be generated by the contract. There
were no contract loss provrsrons recorded as of December 31,2012, 2011 and 2010 Revenues recognized in excess of
billings are recorded as unbilled : servrces within other assets. B1111ngs in excess of revenues recognrzed are recorded as
deferred revenues until revenue recogmtron criteria are met.

Initial set-up fees. The Company enters into agreements with its broker-dealer clients pursuant to which the
Company provides access to its platform through a non-exclusive and non-transferable license. Broker-dealer clients
may pay an initial set-up fee, which is typically due and payable upon execution of the broker-dealer agreement. The
initial ‘set-up fee, if any, varies by agreement. Revenué is recognized- over the initial term of the agreement, which is
generally two years. Initial- set—up fees are reported in other income in the Consohdated Statements of Operatlons

Stock-Based Compensatzon

The Company measures and recognizes compensation expense for all share-based payment awards based on their
estimated fair values measured as of the grant date. These costs are recognized as.an expense in the Consolidated
Statements of Operations over the requisite service perrod which is typlcally the vestlng period, with an offsetting
increase to additional pa1d-1n capltal

Income Taxes -

Income taxes are accounted for using the asset and liability method. Deferred income taxes reflect the net tax
effects of temporary differences between the financial reporting and tax bases of assets and liabilities and are measured
using the enacted tax rates and laws that will be in effect when such differences are expected to reverse. The effect on
deferred tax assets and liabilities of a change in tax rates is recogmzed in income in the ‘period that includes the
enactment date. A valuation allowance is recognized agamst deferred tax assets if it is more likely than not that such
assets will not be realized in future years. The Company recogmzes interest and penaltres related to unrecogmzed tax
beneﬁts in general and adrmmstratrve expenses in the Consohdated Statements of Operations.

Business Combinations, Goodwill and Intangible Assets

Business acquisitions are accounted for under the purchase method of accounting. The total cost of an acquisition
is allocated to the underlying net assets based on their respective estimated fair values. The excess of the purchase price
over the estimated fair values of the net assets acquired is recorded as goodwill. Determining the fair value of certain
assets acquired and liabilities assumed is judgmental in nature and often involves the use of significant estimates and
assumptions, including assumptions with respect to future cash flows, discount rates, growth rates and asset lives.
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MARKETAXESS HOLDINGS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

- An impairment review of goodwill is performed on an annual basis and more frequently if circumstances change.
Intangible assets with- definite lives, including purchased technologies, customer relationships and other intangible
assets, are amortized on a straight:line basis over their estimated useful lives, ranging from five to ten years. Intangible
assets are assessed for impairment when events or circumstances indicate the existence of a possible impairment.

Earnings Per Share

For 2010, eammgs per share (“EPS”) was calculated usmg ‘the two-class method. Basrc EPS is computed by
dividing the net income attributable fo common stock by ‘the weighted-average number of shares of common stock
outstandlng for the period, including consrderatmn of the two class method to the extent that participating securities
were outstandlng during the period. Under the two-class method, undistributed net income is allocated to common
stock and paiticipating securities based on their respective right to share in dividends. The Senes B Preferred Stock
was convertible into shares of common stock and also included a right whereby, upon the declaration or payment of a
dividend or distribution on the common stock, a d1v1dend or distribution must also be declared or paid on the Series B
Preferred Stock based on the number of shares of common stock into which such securities were convertible at the
time. Due to these rights, the Series B Preferred Stock was considered a participating security requiring the use of the
two-class method for the computation of basic EPS.

" In January 2011, all of the shares of the Series B Preferred Stock were mandatorily and automatically converted
into shares of common stock. For 2011 and 2012, basic EPS is computed by dividing the net income attributable to
common stock by the welghted average number of shares of common stock outstanding during the penod

* Diluted EPS is computed using the more dilutive of the (a) if-converted method or (b) two-class method. Since the
Series B Preferred Stock part1c1pated equally with the common stock in dividends and unallocated income, diluted EPS
under the if-converted method was and is equ1va1ent to the two-class method. The weighted-average shares outstandlng
of ¢common stock reflects the dilutive effect that could occur if convertlble securities or other contracts to issue
common stock were converted into or exercised for common stock.

Use of Esumates

The preparatlon of ﬁnan01a1 statements in conformlty w1th U. S generally accepted accounting principles requires
management to make estimates and assumptions that affect.the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of revenues and
expenses during the reporting period. Actual results could differ from those estimates. .

Recent Accountmg Pronouncements

In 2011 the Financial Accountlng Standards Board (“FASB”) issued new accounting gurdance that simplifies
goodwill impairment tests. The new guidance states that a “qualitative” assessment may be performed to determine
whether further impairment testing is necessary. This accounting standard is effective for fiscal years beginning on or
after December 15, 2011. The Company adopted the new guidance effective January 1, 2012 and there was no material
1mpact on the Company s Consohdated Financial Statements

In 2011 the FASB issued new d1s<,losure guldance related to the presentatlon of the Statement of Comprehenswe
Income. This guidance ehmmates the current option to report other comprehensive income and its components in the
Consolidated Statement of Changes in Stockholders’ Equ1ty The requirement to present reclassrﬁcatron adjustments
out of accumulated other comprehens1 ve income on the face of the Consolidated Statement of Operations has been
deferred. This accounting standard is effective for fiscal years beginning on or after December 15, 2011. The Company
adopted the new guidance effective January 1, 2012 and has presented a separate Statement of Comprehensive Income
in the Company’s Consolidated Financial Statements.
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MARKETAXESS HOLDINGS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

3. Net Capital Requirements and Customer Protection Requirements

MarketAxess Corporation, a U.S. subsidiary, is a registered broker-dealer with the Securities and Exchange
Commission (“SEC”) and is a member of the Financial Industry Regulatory Authority (“FINRA”). MarketAxess
Corporation claims exemption from SEC Rule 15¢3-3, as it'does not hold customer securities or funds on account, as
defined. Pursuant to the Uniform Net Capital Rule under the Securities Exchange Act of 1934, MarketAxess
Corporation is required to maintain minimum net capital, as defined, equal to the greater of $100,000 or 6 2/3% of
aggregate indebtedness. MarketAxess Europe Limited, a UK. subsidiary, is registered as a Multilateral Trading
Facility dealer with the Financial Services Authority (“FSA”) in the U.K. MarketAxess Canada Limited, a Canadian
subsidiary, is registered as an Alternative Trading System dealer under the Securities Act of Ontario and is a member
of the Investment Industry Regulatory Organization of Canada. MarketAxess Europe Limited and MarketAxess
Canada Limited are subject to certain financial resource requirements of the FSA and the Ontario Securities
Commission, respectively. The following table sets forth the capital requirements, as defined, that the Company’s
subsidiaries were required to maintain as of December 31, 2012:

MarketAxess MarketAxess MarketAxess
Corporation Europe Limited  Canada Limited
(In thousands)
Netcapital ...... .ottt ittt iiinannn $63,624 $13,151 $479
Minimum net capital required ....................... 2,266 2,943 2n
Excessnetcapital .................coiiiiniinn.n.. $61,358 $10,208 §g£)~2_

The Company’s regulated subsidiaries are subject to U.S., UK. and Canadian regulations which prohibit
repayment of borrowings from'the Company or affiliates, paying cash dividends, making loans to the Company or
affiliates or otherwise entering into transactions that result in a significant reduction in regulatory net capital or
financial resources, respectively, without prior notification to or approval from such regulated entity’s principal
regulator. :

4. Fair Value Measurements

The following table summarizes the valuation of the Company’s assets and liabilities measured at fair value as
categorized based on the hierarchy described in Note 2.

Level 1 Level 2 Level 3 Total
(In thousands)
As of December 31, 2012
Money marketfunds ............ . . . i $83519 $§ — $— $ 83,519
Securities available-for-sale . '
U.S. government obligations ....... B — 31,104 — 31,104
Municipal securities . ....... e e e — 17,947 — 17,947
Corporatebonds .......... ... it — 2,157 — 2,157
Foreign currency forward and option contracts ............ — 15 — 15
$ 83,519 $51,223 $— $134,742
As of December 31, 2011
Money market funds .............c.eiiiiiiiiii $11125%6 $§ — $— $111,256
Securities available-for-sale
U.S. government obligations ........................ — 55,460 — 55,460
Municipal Securities ... .........ciurrieieneerrann — 20,612 — 20,612
Corporatebonds .......... ..., — 2,038 — 2,038
Foreign currency forward contract . . .................... — 155 — 155
$111,256  $78,265 $— $189,521

Securities classified within Level 2 were valued using a market approach utilizing prices and other relevant
information generated by market transactions involving comparable assets. The foreign currency forward and options
contracts are classified within Level 2 as the valuation inputs are based on quoted market prices. There were no
financial assets classified within Level 3 during 2012 and 2011.
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MARKETAXESS HOLDINGS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

The Company enters into foreign currency forward contracts to -hedge the exposure to variability in foreign
currency cash flows resulting. from the net investment in the Company’s U.K. subsidiary. The Company-assesses each
foreign currency forward contract to ensure that it is highly effective at reducing the exposure being hedged. The
Company designates each foreign currency forward contract as a hedge, assesses the risk management objective and
strategy, including identification of. the hedging instrument, the hedged item and the risk exposure and how
effectiveness is to be assessed prospectively and retrospectively. These hedges are for a one-month period and are used
to limit exposure to foreign currency exchange rate fluctuations. Gains or losses on foreign currency forward contracts
designated as hedges are included in accumulated other comprehensive loss in the Consolidated Statements of
Financial Condition. The gross and net fair value liability as of December 31, 2012 is included in accounts payable and
the gross and net fair value asset as of December 31, 2011 is included in accounts receivable, in the Consolidated
Statements of Financial Condition.

A summary of the foreign currency forWard contracts is as follows:

As of December 31,
2012 2011
(In thousands)
Notional Valle . .. oottt e e e e e ettt R $15,792  $28,671
Fair valtue of nOtONal .. ..o iit ittt ittt a et e 15,809 28,516
Gross and net fair value (liability) 8set . ... ......covuviiiirinrrenreennnnenn. $ a7n $ 155

In October 2012, the Company purchased a foreign exchange call option to economically hedge the £26.0 million
purchase price of Xtrakter Limited (“Xtrakter”) (See Note 16, “Acquisition”). As of December 31, 2012, the fair value
of the call -option was $32,000. A mark-to-market loss of $0.3 million was included in-general and administrative
expense in the Consolidated Statement of Operations for the year ended December 31, 2012.

The following is a summary of the Company’s securities available-for-sale:

Gross Gross Estimated
Amortized unrealized unrealized fair
cost gains losses value
T - (In thousands)
As of December 31, 2012
U.S. government obligations . ...... e $30,255 $ 849 $— $31,104
Municipal SECUTIHES . . . .ot vveeeeneeieenaeenn, 17,941 10 4) 17,947
Corporatebonds . ... 2,159 — 2 2,157
Total securities available-for-sale .................. $50,355 $ 859 $(6) $51,208
As of December 31, 2011
U.S. government obligations ................coun.... $53,832 $1,628 $— $55,460
Municipal Securities . . ........ooi i 20,613 7 ®) 20,612
Corporate bonds ... ......vivriei e 2,028 10 — 2,038
Total securities available-for-sale .................. $76,473 $1,645 $(8) $78,110
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MARKETAXESS HOLDINGS INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)

The following table summarizes the contractual maturities of securities available-for-sale:

As of December 31, : - -

2012 2011
. ) (In thousands)
Less thanone year............ P A A S A B F P $10,870 * $31,554
Duein1—Syears .......... cee e an fea e s e e e e e 40,338 : 46,556
Total securities available-for-sale . ............. S e e e $51,208 $78,110

Proceeds from the séles and maturities of securities available-for-sale during 2012, 2011 and 2010 were $42.0
million, $27.4 millibn'and $65 4 million, respectively.

The following table prov1des fair values and unrealized losses on securities  available-for-sale and by the aging of
the securities’ continuous unreahzed loss position:

Less than Twelve L
Months Twelve Months or More Total

Estimated Gross  Estimated  Gross = Estimated Gross
fair unrealized fair - unrealized: - fair unrealized

value losses value losses value losses
o (In thousands) "
As of December 31, 2012 o
U.S. government obligations .. ............. $ -  $— $— $— 3 — $—
Municipal securities ..................... 2,780 ) — — 2,780 “)
Corporate bonds peeeeeses e 2,157 2 — — 2,157 2
Total ....... T S $4,937 $(6) $— $— - $4,937 $6)
As of Decémber 31, 2011 ‘ 3 _ .
U.S. government obligations ............... $ — 5 $— $— $ — $—
Municipal securities ..................... 9,529 ®) — — 9,529 ®)
Corporatebonds ........................ - = — — - =
Total ....... .. ... ... $9,529 $@8) $— $— - $9,529 - $(8)

5. Goodwill and Intangible Assets

Goodwill and intangible assets principally relate to the acquisitions of Greenline Financial Technologies, Inc.
(“Greenline”) in 2008 and Trade West Systems, LLC in 2007. Goodwill was $31.8 million as of both December 31,
2012 and December 31, 2011. Intangible assets that are subject to amortization, including the related accumulated
amortization, are comprised of the following:

December 31, December 31,
2012 2011
Accumulated Net Carrying Accumulated Net Carrying
Cost Amortization Amount Cost Amortization  Amount
' I (In thousands) B
Technology ..........c..o.iviniinn. $4,010 $(3,892) $ 118 $4,010 $(3,202) $ 808
Customer relationships ....:.......... 3,530 (2,364) 1,166 3,530 - (1,999) 1,531
Non-competition agreements ........... 1,260 (1,214) 46 1,260 = (962) 298
Tradenames ..................... ... 590 (570) 20 590  (467) 123
Total ... ..o $9,390 $(8,040) $1,350  $9,390 $(6,630) $2,760
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (Continued)
Amortization expense associated with identifiable - intangible assets was $1.4 million and $1.5 million,

respectively, for the years ended December 31, 2012 and 2011. Estimated total amortization expense is $0.5 million for
2013, $0.3 million for 2014, $0.2 million for each of 2015 and 2016 and $0.1 million for 2017.

6. Capitalized Software, Furniture, Equipment and Leasehold Improvements

Capitalized software development costs, furniture, equipment and leasehold improvements, net of accumulated
depreciation and amortization, are comprised of the following:

As of December 31,
2012 2011
(In thousands)
Software development COSES . . . ... .vvvvinnrenneeannns $29,662 $ 24,440
Computer hardware and related software .................. 15,702 11,126
Office hardwWare . ........viviemeeneeeenennnnnsiaann 2,125 1,832
Furniture and fiXtures .. ..........oooierniiiianns 1,479 1,446
Leasehold improvements ............oevverereeeeiannnns 4,709 4,667
Computer hardware under capital lease . . . .. e 1,419 1,419
- Accumulated depreciation and amortization ................ (37,087) (30,470)
Total capitalized software, furniture, equipment and
leasehold improve:ments, net of accumulated .

depreciation and amortization .......... ... $ 18,009 $ 14,460

During the years ended December 31, 2012, 2011 and 2010, software development costs totaling $5.2 million,
$4.1 million and $1.9 million, respectively, were capitalized. Non-capitalized software costs and routine maintenance
costs are expensed as incurred and are included in employee compensation and benefits and professional and
consulting fees in the Consolidated Statements of Operations.

7. Income Taxes

The provision for income taxes consists of the following:

Year Ended December 31,
2012 2011 2010
(In thousands)
Current: -
Federal .......cvvviiveiinanenenenns e e $12981 $ 3,605 $ —
Stateandlocal .............. R R 2,138 2,793 355
3700 =5 ¥4+ 1,315 1,194 1,348
Total current ProviSion . . .. ......c.uuuriirervreeecneeeennuons 16,434 7,592 1,703
Deferred: '
Federal ............ccoueuns e e 8,951 20,531 14,494
Stateand local ........ N e 1,238 2,890 3,170
0 T R R RS 6) 16 115
Total deferred Provision .. ...«....oovvvveeiiiiiiiiianas 10,183 23,437 17,779
Provision for income taxes .......... e $26,617 $31,029 $19,482
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Pre-tax income . from U.S. operations was $82.0 million, $74.3 million and $46.1 million for the. years ended

December. 31, 2012, 2011 and 2010, respectively. Pre-tax income from foreign operations was $4.7 million, $4.4
million and $4.8 mllhon for the years ended December 31 2012, 2011 and 2010 respectrvely

, The difference: between the Company s reported prov1s10n for income taxes and the U.S. federal statutory rate of
35%1sasfollows . ; P : G

Year Ended

' December 31,
) 20122011 2010
U.S. federal tax at Statutory rate ............. T DU BT 35.0% 35.0% 35.0%
State and local taxes—net of federal benefit ...................ccvveeennn... 24 52 4.6
- Release of previously unrecognized tax benefits . ........... Sesimn e, (18 — —
TOther, Dt .. .ottt s e e e s an a e g e e L1 08)  (14)
Provrsron for income: taxes SR e L T e e et s i 3007% 39.4% 38.3%
f The following is a summary:of theA/C__ompariy’s net deferred tax assets
"*As of December 31,
2012 2011
(In thousands)
Deferred tax assets ' ‘ : , o ‘
'U.S net operating loss carryforwards . ....... Lt 8175 8 4,589
* Foreign net operating loss carryforwards .. ...l PN L - 160 165
Stock compensation expense ...:...... . ... R e L S A L ©5,206 ¢ 5312
Other . o e 2,839 3,280
~Total deferred tax R ] GO 15,470 13,346
Valuation alloWance . .. .......ouenoner e e (727) (287)
¥ Net deferred taX 4561 - ... ... .venerensaneenens e, Voo 147430 13,059
Deferred tax liabilities " S o
Depreciation and amortization ...............c.covurineriennnra... R (2,025) - (1,905)
Capitalized software development COSts .. ......... ..ot iiieeennnn.. (2,752) (1,980)
 Intangible aSSets . . ... ...\ttt e Lidieeeo o (524) 0 (1,085)
Deferred tax assets, MEt . .. .o vv vttt ettt ettt ettt e ettt $ 9,442 % 8,089

* As of December 31, 2012, the Company had deferred tax assets associated w1th stock-based compensation of
approximately $5.3 rmlhon There i isa risk that the ultimate tax ‘benefit reahzed upon the exercise of stock options or
vesting of restricted ‘stock coiild be less than the tax benefit prev1ous1y recogmzed and exhaust the additional-paid-in-
capital pool. If this should occur, any excess tax benefit previously recogmzed ‘would be reversed, resulting in an
increase in tax expense Since the tax benefit to be realized in the future is unknown, it is not currently pos51ble to
estlmate the 1mpact on the deferred tax balance. As of December 31, 2012, the addmonal pald-m-capltal pool, which is
deterrmned under a one pool approach for employee and non-employee awards, was approx1mately $42.9 million. The
additional pa1d—1n-cap1tal pool is currently sufﬁcrent to absorb a complete wrlte off of the stock- based compensatlon
deferred tax asset.
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As .of December 31, 2012, the Company.had restricted U.S. federal net operating loss carryforwards of
approximately $17.1 million, which begin to expire in 2021, and $0.7 million of foreign loss carryforwards, which
begin to expire in 2025. In 2001 and 2000; MarketAxess Holdings Inc. and MarketAxess Corporation had an
ownership change within the meaning of Section 382 of the Internal Revenue Code. Net operating loss carryforwards
relating to this ownership change were :$25.6: million as of December 31, 2012 of which $10.6 million is deemed
utilizable and recognized as a net operating loss carryforward. Greenline experienced an ownership change within the
meaning of Section 382 of the Internal Revenue Code in 2008. The Company does not believe that this ownership
change significantly impacts the ability to utilize acquired net operating loss carryforwards, which amounted to $6.5
million as of December 31, 2012. In addition, the Company’s net operating loss carryforwards may be subject to
additional annual limitations if there is a 50% or greater change in the Company’s ownership, as determined over a
rolling three-year period. ‘

The Company ‘issued warrants to certain broker-dealer stockholders at the time that they made an equity
investment in the Cohfpany. All of the warrants were exercised prior to 2008. Through December 31, 2009, the tax
benefit on a portion of the tax deduction generated on the exercise of the warrants had not yet been recorded. During
2010, the Company recognized a portion of the tax benefits amounting to $11.4 million as an increase to additional
paid-in-capital due to the utilization of the related tax loss carryforwards of $31.0 million. During the first quarter of
2011, the Company recognized the remaining portion of the tax benefit, amounting to $4.2 million, as an increase to
additional paid-in-capital due to the expected utilization of the related tax loss carryforwards of $10.4 million.

The ultimate realization of deferred income tax assets is dependent upon the generation of future taxable income
during the periods in which the temporary differences become deductible. If it is not more likely than not that some
portion or all of the gross deferred income tax assets will be realized in future years, a valuation allowance is recorded.
As of December 31, 2012, the valuation allowance relates to certain foreign and state tax loss carryforwards that are
not expected to be realized. A summary of the changes in the valuation allowance follows: .

Year Ended December 31,
2012 2011 2010
' (In thousands)
Valuation allowance at beginning of year .. ....... ...t $287 $249 $ 666
Increase (decrease) to valuation allowance attributable to:
Net Operating 1oSses . . .. ..o .vvveeiii i : 440 38 (132)
CTAK CTEAIES .+« v v e e e e e e e e e et e e e e e e —  — (285
‘Valuation allowance atend Of YEar ... ......oouiiiitt it $727 $287 $249

The Company or one of its subsidiaries files U.S. federal, state and foreign income tax returns. No income tax
returns have been audited, with the exception of New. York city (through 2003) and state (through 2006) and
Connecticut state (through 2003) tax returns. An examination of the Company’s New York state franchise tax returns
for 2007 through 2009 is currently underway. The Company cannot estimate when the examination will conclude.

In the fourth quartet of 2012, the Company recorded a reduction to the income tax provision of $6.7 million. The
Conipany updated the recognition of ‘cértain acquired net operating loss carryforwards in response to a private letter
ruling received from the Intema] Revenue Ser\fiCe. As aresult, the reserve for uhrec’o‘gnized'tax'beneﬁts amounting to
$3.6 million was revérsed and deférred fax assets were increased by $3.1 million to recognize additional tax loss
carryforwards. A reconciliation of the unrecognized tax benefits is as follows (in thousands): '

Year Ended December 31,
2012 2011 2010
(In thousands)
Balance at beginning of year ..............c.oiiiiiiiiiiiiiiin $3,647 $3329 $2,924
Additions for tax positions Of prior years . ............ooviiiiiiie — 366 271
Additions for tax positions of currentyear .. ...t — — 128
Reductions for tax positions of prioryears ................cooiiinn. (3,598) (48) —
Balance at end of L R $ 49 $3,647 $3,329
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8. Related Parties

On February 28, 2012 the Company completed a reglstered underwritten secondary publlc offering of 3 597,333
shares of common stock held by JPM. The Company did not receive any of the proceeds of the offering. In addition,
the Company repurchased 1,821,730 shares of non-voting common stock held by JPM (see Note 9, “Stockholders’
Equity”). After February 28, 2012, JPM no longer holds shares of common stock in the Company and is not cons1dered
a related party. A . BT - - A ,

The Company. generates commissions, technology products and services revenues, information and user access
fees, investment income and other income and related accounts receivable balances from JPM and its affiliates. In
addition, JPM acts in a custodial and cash management capacity for the Company.. The Company also maintains -an
account with and paid commissions to JPM. in connection with' the Company’s share repurchase:program. The
Company also incurs bank fees in connection with these arrangements. As of -the .dates and for the periods indicated
below, the Company had the following balances and transactions with JPM and its affiliates: . C

"As of December 31,
o 2011
R SR T o
~ Cash and'cash equivalents™. ... . .... T © 8156982
Securities and cash provided as collateral ...... L B .. v 550
Accounts receivable ... .. ST U P T R N S S 2,255
Accountspayable'........:.‘..‘....‘.....;.'.‘.'..';.'."..\..‘...'...'...';.._.:.;'.‘ ..... e - 86
Year Ended December 31,
2012 2011 ~2010 -
- . . o e ) . _(In thousands) _ o
CoOmmMISSIONS . ... .. .. i i e $1480: $7045' $5,541
Techriology products and Services .............. R P 35 167 16
" Information and USEr ACCESS fEES . ... ...\ veeen et L 24 176 132
Investmentmcome e e F 20 . 90 13
Other income .......... e J P 11 66 63
Generalandadmlmstratlve T T3 27

9. Stockholders’ Equity
Common Stock

As of December 31, 2012 and 2011, the Company had 110 OOO 000 authorized shares of common stock and
10,000,000 authonzed shares of non- votlng common stock Common stock ent1tles the holder to one vote per share of
common stock held :

In June 2010, the Board of Directors of the Company authorized a share repurchase program for wp to
$30.0 million of the Company’s common stock. The share repurchase program was completed in December 2010. A
total of ‘1,939,620 shares were repurchased at an aggregate cost of $30.0 million over the life of the repurchase
program. Shares _repiirchased under the program are held in treasury for future use.

In October 2011, the Board of Directors of the Company authorized a share repurchase program for up to
$35.0 million of the Company s common stock. As of December 31, 2012, a total of 955,342 shares were repurchased
at an aggregate cost of $29.2 million, including 717,344 shares repurchased in-2012. Shares repurchased under the
program will be held in treasury for future use. The share repurchase program has an expiration date of January 1,
2014.
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On February 28, 2012, the Company repurchased 1,821,730 shares of the Company’s non-voting common stock
from JPM at a cost of $52.9 million. Shares repurchased from JPM were cancelled by the Company. JPM also
converted 763, 924 shares of non-votmg C ommon stock to votmg common stock on February 28, 2012.

Senes B Preferred Stock Converswn ,'

In 2008, the Company entered into a Securities Purchase Agreement (the “Purchase Agreement”) with two funds
managed by Technology Crossover Ventures (the “Purchasers”), pursuant to which the Company sold to the Purchasers
() 35,000 shares of the Company’s Series B Preferred Stock, which shares were convertible into an aggregate of
3,500,000 shares of common stock; and (if) warrants (the “Warrants” and, together with the Series B Preferred Stock,
the “Securities”) to purchase an aggregate of 700,000 shares of common stock at an exercise price of $10.00 per share,
for an aggregate purchase price of $35.0 million. The net proceeds, after the placement agent fee and legal fees, were
$33.5 million. The Warrants were exercisable for cash or on a net exercise basis. The Warrants were to expire on the
tenth anniversary of the date they were first issued and were subject to customary anti-dilution adjustments in the event
of stock splits, reverse-stock splits, stock dividends and similar transactions.

The shares of Series B Preferred Stock were convertible at any time by the holders thereof at a conversion price of
$10.00 1 per share, subject to certain anti-dilution adjustments and also were subject to automatic conversion into shares
of common stock if the closing price of the common stock was at least $17.50 on each trading day for a period of 65
consecutive trading days. In January 2011, all of the shares of the Series B Preferred Stock were mandatorily and
automatically converted into 3,499,999 shares of common stock. In November 2011, a total of 455,465 shares of
common stock were issued upon the exercise of the Warrants on a net exercise basis.

Dividends

The Company 1n1t1ated a regular quarterly dividend in the fourth quarter of 2009. In January 2013, the Company’s
Board of Directors approved a quarterly cash dividend of $0.13 per share payable on February 28, 2013 to stockholders
of record as of the close of business on February 14, 2013. On December 27, 2012, the _Company paid a special
dividend of $1.30 per share. Any future declaration and payment of dividends will be at the sole discretion of the
Company’s Board of Directors. The Board of Directors may take into account such matters as general business
conditions, the Company’s financial results, capital requirements, contractual, legal, and regulatory restrictions on the
payment of dividends to the Company’s stockholders or by the Company’s subsidiaries to the parent and any such
other factors as the Board of Directors may deem relevant.

10. Stock-Based Compensation Plans

~ The, Company has two.stock incentive plans which provide for the grant of stock .options, stock appreciation
rights, restricted stock, performance shares, performance units, or other stock-based awards as incentives and rewards
to encourage employees, consultants and non-employee directors to participate in the long-term success of the
Company. As of December 31, 2012, there were 5,116,163 shares available for grant under the stock incentive plans.

"Total stock-based compensation expense was as follows:

Year Ended December 31,

2012 . 2011 2010
(In thousands)

Employee: . - o e TE S : ,

Restricted stock and performance shares O S e cen. o $7,046. . $5,856  $6,588

Stock options . ....s... i, e e e .. 668 - 324 . 1,728
: B S 7,714 . 6,180 8,316

Non-employee directors:

Restrictedstock ........ .. .o 671 679 570
StocK OptioNS ... vvi i i e e — — 83
671 679 653

Total stock-based COMPENSALON ... ..vvvrvrernniirvrieeererieerennnns $8,385  $6,859  $8,969
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The Company records stock-based compensation expense for employees in employee compensation and benefits
and for non-employee directors in general and administrative expenses in the Consolidated Statements of Operations.

Stock Options

The exercise price of each option granted is equal to the market price of the Company’s common stock on the date
of grant. Generally, option grants have provided for vesting over a three or five-year period. Options expire ten years
from the date of grant. The fair value of each option award is estimated on the date of grant using the Black-Scholes
option-pricing model. The determination of fair value of share-based payment awards on the date of grant using an
option-pricing model is affected by the Company’s stock price as well as assumptions regarding a number of highly
complex and subjective variables, including the expected stock price volatility over the term of the awards, the risk-
free interest rate and the expected term. Expected volatilities are based on historical volatility -of the Company’s stock
and a peer group. The risk-free interest rate is based on U.S. Treasury securities with a maturity value approximating
the expected term of the option. The expected term represents the period of time that options granted are expected to be
outstanding based on actual and projected employee stock option exercise behavior.

The weighted-average fair value for options granted during 2012, 2011 and 2010 was $12.26, $11.29 and $5.45,
respectively. The following table represents the assumptions used: for the Black-Scholes option-pricing model to
determine the per share weighted-average fair value for options granted for the three years ended December 31, 2012:

2012 2011 2010

Expected life (years) ......i..covevveneidinn i e 50 9.9 50

Risk-free Interest rate . . .. .o vein ittt ittt e et e e i 0.7% 33% 22%
Expected volatility . ..... e 48.2% 48.0% 50.0%
Expected dividend yield ... ... ..ot e e 12% 13% 2.0%

The following table reports stock option activity during the three years ended December 31, 2012 and the intrinsic
value as of December 31, 2012:

Remaining
Number of Weighted-Average  Contractual
Shares Exercise Price Term Intrinsic Value
(In thousands)
Outstanding at December 31,2009 ........ 5,166,558 $ 9.10
Granted . .........iiii e 8,239 $14.10
Canceled .......covvviiiiiiiiinnnnnns (12,575) $13.85
Exercised ............ e (758,660) $ 9.17
Outstanding at December 31,2010........ 4,403,562 $ 9.00
Granted .........cciiiiiiiiiiin., 340,771 $21.60
Canceled ............coiiiiininnen.. (211,323) $16.16
Exercised .. ...t (1,605,273) $10.21
Outstanding at December 31,2011 ........ 2,927,737 $942 8.1
Granted .......... . 13,292 $32.45
Canceled . ...oooieiii i —_ $ —
Exercised ........... e (1,511,207) $ 5.64 $41,310
Outstanding at December 31,2012........ 1,429,822 $13.62 45 $31,002
Exercisable at December 31,2012 ........ 1,214,099 $12.10 4.0 $28,172
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-The intrinsic value is the amount by which the closing price of the Company’s common stock on December 31,
2012 of $35.30 or the price on the day of exercise exceeds the exercise price of the stock options multiplied by the
number of shares. As of December 31, 2012, there was $1.8 million of total unrecognized compensation cost related to
non-vested stock options. That cost is expected to be recognized over a weighted-average period of 3.0 years.

Restricted Stock aml Performance Shares

Shares of restricted stock generally vest over a period of three years. Compensation expense is measured at the
grant-date and recognized: ratably over-the vesting period. Performance share awards are granted to certain senior
managers. Each performance share award is earned or forfeited based on the level of achievement by the Company of
pre-tax operating income on a per share basis before performance share and cash bonus expense. The pay-out ranges
from zero to 150% of:the performance share award. For each performance share earned, a participant is awarded an
equal number of shares of restricted stock.- Any restricted stock awarded to a participant vests and ceases to be
restricted stock in two equal installments on each of the second and third anniversaries of the date of grant of the
applicable performance share award. Compensation expense for performance shares is measured at the grant date and
recognized on a graded basis over the vesting period. The pay-out achievement was 92.5%, 146% and 150% of the
performance award for 2012, 2011 and 2010, respecuvely The followmg table reports performance share activity for
the three years ended December 31, 2012:

Performance YEar .. .. .oouu e eni ittt 2012 2011 2010

- Share pay-out at plan, net of forfeitures of 14,563 for 2011 ........... 44,843 63,102 87,035
Actual share pay-out in followingyear ................c..oiiin. _ 41,481 94,653 130,552
Fair value per share on grantdate .................. e $ 3064 $2156 $ 1429

The following table reports restricted stock and performance share activity during the three years ended
December 31, 2012:

Weighted-Average

Number of Grant Date Fair
Restricted Shares Value
Outstanding at December 31,2009 ................ [ 1,034,139 $ 9.64
Granted ..................... P J 549,264
Performance share pay-out .................. i 206,664
Canceled .............c.c.cuu... e e (71,152)
Vested ..........ccceviin.n. P (474,051)
Outstanding at December 31,2010 .. ...ttt 1,244,864 $11.23
Granted . ....... ... e e e 435,548
Performance Share Pay-out . ............veeeeseneerenensanenss 130,552
Canceled ...... ... it (279,081)
Vested ... A (574,172)
Outstanding at December 31, 2011 .. ... PP 957,711 $15.69
Granted ....... ..ot R e 206,965
Performance share pay-out ............ .. ... i i iinini, 91,498
Canceled .......ccciviirieie i e (7,390) -
Vested . ... (459,474)
Outstanding at December 31,2012 ...............coivuiiion.nn. 789,310 $21.88

As of December 31, 2012, there was $9.7 million of total unrecognized compensation expense related to non-
vested restricted stock and performance shares. That cost is expected to be recognized over a weighted-average period
of 1.7 years.
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11. Earnings Per Share

The following table sets forth the éomputation of basic and diluted earnings per common share:

- Year Ended December 31,
C 2012 © 2011 2010
(In thousands, except per share amounts)
Basic EPS : : o
Netincome ................. AT el $60,069  $47,704 -  $31,428
Amount allocable to common shareholders . ..... R i V. "100.0% - 100.0% =  90.5%
Net income applicable to common stock ........................ $60,069 $47,704 $28,427
Common stock — voting IR T 36,101 '_ 34,420 30,573 7
Common stock —non-voting ' ................ R 415 2,586 2,586
Basic welghted average shares outstanding ...... . T, 36,516 . 37,006 . 33,159
Basic earnings pershare ......... ... ... ... S ~$ 1.65 $ 129 $.0.86
‘Diluted EPS o o ‘ '
Net income ........ S $60,069 ~ $47,704 $31,428
Bas1c weighted average shares outstandmg R e 36,516 37,006 33,159
Effect of dilutive shares: oo - : : . ‘ .
. Series B Preferred Stock & o vt oo v v i i i i e e — — 3,500
Stock options, restricted stock and warrants .. ... ..ol S 1,300 2,602 2,392
*Diluted weighted average shares outstanding ............... o 37,816 39,608 - 39,051
Diluted earnings per share . ................. DU $ 159 $ 120 $ 0.0

Stock options, restricted stock and warrants totaling 0.1 million shares, 0.3 million shares and 0.4 million shares
for the years ended December 31, 2012, 2011 and 2010, respectively, were excluded from the computation of diluted
earnings per share because their effect would have been antidilutive. The computation of diluted shares can vary
among periods due, in part, to the change in the average price of the Company’s common stock.

12. Commitments and Contmgenues _

‘The Company leases office space and equlpment under non—cancelable lease agreements expiring at various dates
through 2022. Office space leases are subject to escalation based on certain costs incurred by the landlord. Minimum
rental commitments as of December 31, 2012 under such operating and capital leases were as follows:

Operating Capital

. . ) . Leases  Leases
Year Ending December 31, . ) ) k A ) (In thousands)
7 G T 00 S e $ 1,796 $322
7 1,763 42
2 T N 2,039 —_
2017 ...l JE T PP L2952 —
2018 and thereafter ............... P PR B 72550 —
Minimum lease payments . .......c..ieeivn i T ST e 17,831 364
Less amount representing inferest . ...........uiiiiininiia i — 15

$17,831 . $349
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Rental expense for the years ended December 31, 2012, 2011 and 2010 was $2.6 million, $2.5 million and $2.7
million, respectively, and is included in occupancy expense in the Consolidated Statements of Operations. Rental
expense has been recorded based on the total minimum lease payments after giving effect to rent abatement and
concessions, which are being amortized on a straight-line basis over the life of the lease. The Company is contingently
obligated for standby letters of credit amounting to $1.5 million that were issued to landlords for office space.

In 2008, the Company assigned the lease agreement on a leased property to a third party. The Company is
contingently liable should the assignee default on future lease obligations through the November 2015 lease
termination date. The aggregate amount of future lease obligations under this arrangement is $1.1 million as of
December 31, 2012.

The .Company, through two regulated subsidiaries, executes certain bond transactions between and among
institutional investor and broker-dealer clients on a riskless principal basis by serving as counterparty to both the buyer
and the seller in matching back-to-back trades, which are then settled through a third-party clearing organization. The
Company acts as intermediary on a riskless principal basis in these bond transactions by serving as counterparty to the
two clients involved. Settlement typically occurs within one to three trading days after the trade date. Cash settlement
of the transaction occurs upon receipt or delivery of the underlying instrument that was traded. Under securities
clearing agreements with the independent third party, the Company maintains a collateral deposit with the clearing
broker in the form of cash. As of December 31, 2012, the amount of the collateral deposit included in securities and
cash provided as collateral in the Consolidated Statements of Financial Condition was $0.9 million. The Company is
exposed to credit risk in the event a counterparty does not fulfill its obligation to complete a transaction. Pursuant to
the terms of the securities clearing agreements between the Company and the independent clearing broker, the clearing
broker has the right to charge the Company for losses resulting from a counterparty’s failure to fulfill its contractual
obligations. The losses are not capped at a maximum amount and apply to all trades executed through the clearing
broker. At December 31, 2012, the Company had not recorded any liabilities with regard to this right.

In the normal course of business, the Company enters into contracts that contain a variety of representations,
warranties and general indemnifications. The Company’s maximum exposure under these arrangements is unknown, as
this would involve future claims that may be made against the Company that have not yet occurred. However, based on
experience, the Company expects the risk of loss to be remote.

13, Segment Information

As an electronic multi-dealer platform for the trading of fixed-income securities, the Company’s operations
constitute a single business segment. Because of the highly integrated nature of the financial markets in which the
Company competes and the integration of the Company’s worldwide business activities, the Company believes that
results by geographic region or client sector are not necessarily meaningful in understanding its business.

14. Retirement Savings Plans

The Company, through its U.S. and U.K. subsidiaries, offers its employees the opportunity to invest in defined
contribution plans. For the years ended December 31, 2012, 2011 and 2010, the Company contributed $1.1 million,
$1.2 million and $0.9 million, respectively, to the plans.

15. Customer Concentration

During the years ended December 31, 2012, 2011 and 2010, no single client accounted for more than 10% of total
revenue. One institutional investor client accounted for approximately 13.5%, 14.6% and 15.8% of trading volumes
during the years ended December 31, 2012, 2011 and 2010, respectively. This institutional investor client also
beneficially owns approximately 7% of the outstanding shares of the Company’s common stock.

16. Acquisition

On October 26, 2012, the Company entered into an agreement to acquire all of the outstanding shares of Xtrakter
from Euroclear S.A./N.V. Xtrakter is a U.K.-based provider of regulatory transaction reporting, financial market data
and trade matching services to the European securities markets. The acquisition of Xtrakter will provide the Company
with an expanded set of technology solutions ahead of incoming regulatory mandates from Europe.
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The aggregate purchase price is £26.0 million (approximately $40.5 million) in cash, plus transaction costs, and is
subject to a post-closing adjustment based on the net working capital of Xtrakter on the closing date. The purchase
price will be funded from available cash on hand. The Company received FSA approval of the change ‘in control on
February 18, 2013 and expects to complete the acquisition of Xtrakter on or about February:28,2013. o

17. Subsequent Events

Credit Facility
~ On Ja.n;uary‘ 14, 2013, the Company entered into a three-year credit agreement (“Credit Agreement”) which
provides for rgvolying loans and letters of credit up to an aggregate of $50.0 million (“Credit Facility”). Subject to
satisfaction of certain specified conditions, the Company is permitted to upsize the Credit Facility by an additional
$50.0 million in total.

" Borrowings under the Credit Facility will bear interest at a rate per annum equal to either of the following, as
designated by the Company for each borrowing: (A) the sum of (i) the greatest of (a) the prime rate, as defined, (b) the
federal funds effective rate plus 0.50% and (c) one month adjusted LIBOR plus 1.00% plus (ii) 0.50% or (B) the sum
of (i) adjusted LIBOR: plus (ii) 1.50%. Default interest is 2.00% per annum in excess of the rate otherwise applicable in
the case of any overdue principal or any other overdue amount. The Company is also required to pay a commitment fee
to the lenders under the Credit Facility in respect of unutilized revolving loan commitments-at a rate of 0.30% per
annum. : : ‘ e ‘ R T

The Company’s existing and future domestic subsidiaries (other than any broker-dealer subsidiary) have
guaranteed the Company’s obligations under the Credit Agreement. Subject to customary exceptions and exclusions,
the Credit Facility is collateralized by first priority pledges (subject to permitted liens) ‘of substantially all of the
Company’s personal property assets and the personal property assets of the Company’s domestic subsidiaries that have
guaranteed the Credit Facility, including the equity interests of the Company’s domestic subsidiaries and the equity
interests of certain of the Company’s foreign subsidiaries (limited, in the case of the voting equity interests of the
foreign subsidiaries, to a pledge of 65% of those equity interests). Each of the Company and the guarantors will also be
required to provide mortgages on any real property owned by it.

The Credit Agreement requires that the Company’s consolidated total leverage ratio tested on the last day of each
fiscal quarter not exceed 2.5 to 1.0. The Credit Agreement also requires that the Company’s consolidated interest
coverage ratio tested on the last day of each fiscal quarter not exceed 3.5 to 1.0.

If an event of default occurs, including failure to pay principal or interest due on the loan balance, a voluntary or
involuntary proceeding seeking liquidation, change in control of the Company, or one or more judgments against the
Company in excess of $10 million, the lenders would be entitled to accelerate the facility and take various other
actions, including all actions permitted to be taken by a secured creditor. If certain bankruptcy events of default occur,
the facility will automatically accelerate.

Employee Matter

The Company assesses its liabilities and contingencies in connection with outstanding legal proceedings, if any,
utilizing the latest information available. For matters where it is probable that the Company will incur a material loss
and the amount can be reasonably estimated, the Company would establish an accrual for the loss. Once established,
the accrual would be adjusted to reflect any relevant developments. When a loss contingency is not both probable and
estimable, the Company does not establish an accrual.

On January 2, 2013, a former employee of the Company filed a complaint against the Company with the U.S.
Department of Labor alleging retaliatory employment practices in violation of the whistleblower provisions of the
Sarbanes-Oxley Act. The relief sought includes, among other things, reinstatement, back pay and compensatory and
punitive damages.

The Company believes the complaint is without merit and intends to vigorously defend itself against the
allegations. Given the preliminary stage and the inherent uncertainty of the potential outcome of such proceedings, the
Company cannot estimate the reasonably possible range of loss at this time. Based on the available information, the
Company believes that the low end of the reasonably possible range of loss is zero and, accordingly, no loss accrual
has been provided in the Company’s accompanying financial statements.
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure.

None.

Item 9A. Controls arlzd'Procedures‘.

Our management, including the Chief Executive Officer and Chief Financial Officer, evaluated the effectiveness
of our “disclosure controls and procedures,” as that term is defined in Rule 13a-15(e) and Rule 15d-15(e) promulgated
under the Securities Exchange Act of 1934, as amended (the “Exchange Act”), as of December 31, 2012. Based on that
evaluation, the Chief Executive Officer and Chief Financial Officer concluded that the disclosure controls and
procedures are effective to ensure that information required to be disclosed by MarketAxess in the reports that we file
or submit under the Exchange Act is recorded, processed, summarized and reported within the time periods specified in
theé SEC’s rules and forms, and to ensure that information is accumulated and communicated to our management,
including the Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding
required disclosure. ( o ' ' '

There were no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) and Rule 15d-
15(f) under the Exchange Act) during. the quarter ended December 31, 2012 identified in connection with the
evaluation thereof by our. management, including the Chief Executive Officer and Chief Financial Officer, that
materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.

Management’s annual report on internal. control over financial reporting and the report of our independent

registered public accounting firm appears in Part II, Item 8. “Financial Statements and Supplementary Data” of this
Annual Report on Form 10-K.

Item 9B. » Other Information.

None.
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PART I

Item 10. Directors, Executive Officers and Corporate Governance.

The information required by this item is incorporated herein by reference to. the sections entitled “Proposal 1 —
Election of Directors,” “Corporate Governance and Board Matters,” “Executive Officers” and “Other Matters —
Section 16(a) beneficial ownership reporting compliance” in the Company’s definitive Proxy Statement (the “Proxy
Statement”) for the Annual Meeting of Stockholders to be held in the second quarter of 2013. The Company intends to
file the Proxy Statement within 120 days after the end of its fiscal year (i.e., on or before April 30, 2013). The
Company’s Code of Conduct applicable to directors and all employees, including senior financial officers, is available
on the Company’s website at www.marketaxess.com. If the Company makes any amendments to its Code of Conduct
that is required to be disclosed pursuant to the Exchange Act, the Company will make such disclosures on its website.

Item 11. Executive Compehsatioh.

The information required by this item is incorporated herein by reference to the sections entitled “Compensation
Discussion and Analysis,” “Report of the Compensation Committee of the Board of Directors,” “Executive
Compensation” and “Corporate Governance and Board Matters ~ Directors’ compensation” in the Company’s Proxy
Statement. - " '

Item 12. Secdrity Owitership of Certdin Behé_ﬁcial OWhers and Managément_ and Related Stockholder Matters.

- The information required by this item with respect-to the security ownership of certain beneficial owners and
management is-incorporated herein. by reference to the section entitled “Security Ownership- of Certain Beneficial
Owners and Management” in the Company’s Proxy Statement.

Equity Compensation Plan Information
The following table provides certain information regarding common stock authorized for issuance under the
Company’s equity compensation plans as of December 31, 2012: o

Number of Securities
o o " Remaining Available for
Number of Securities . , - . Future Issuance under
to be Issued upon Weighted-Average " Equity Compensation
Exercise of . “Exercise Price of - Plans (Excluding
Outstanding Options, Qutstanding Options, - Securities Reflected in
Warrants and Rights  Warrants and Rights ’ Column (a))
Plan Category ) » . (a) (b) (©)
Equity compensation plans approved by ‘ s o T . :
stockholders(1) ........................ ... .. 1,429,822 $13.62 5,116,163

(1) These plans consist of the Company’s 2012 Incentive Plan and 2001 Stock Incentive Plan. _

Item 13. Certain Relationships and Related Transactions, and Director Independence.

The in,fofmation, requiréd by this -item is incorporatéd Hérein_;by reference: to the section entitled “Certain
Relationships and Related Party Transactions” in the Company’s Proxy Statement. .

Item 14.  Principal Accounting Fees and Sefvic‘es. ‘

The information required by this item is incorporated herein by reference to the section entitled “Proposal 2 —
Ratification of Selection of Independent Registered’ Public Accounting Firm - Audit and other fees” in the
Company’s Proxy Statement. ' SR : '
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PART IV

Item 15. Exhibits and Financial Statement Schedules..
(a) Financial Statements and Schedules -

The financial statéments are set forth under Ttem 8.of"'th'is Annual Report on Form 10-K. Financial statement

schedules have been omitted since they are either not required, not applicable, or the information is otherwise included.

(b) Exhibit Listing -

Number . ot fo ' s Description

2.1 Share ﬁufchase Agreement, dated October 26, 2012 by\ and iamong Markefoess Holdings Inc. and
Euroclear S.A./N.V. (incorporated by reference to Exhibit 10.1 to the registrant’s Current Report on
Form 8-K/A dated November 2, 2012) B R )

3.1 - Amended and Restated Certificate of Incorporation (incorporated by reference to Exhibit 3.2 to the
registrant’s Registration Statement on Form S-1, as amended (Registration No. 333-1 12718))
32(a) Amended and Restated Bylaws (incorporated by reference to Exhibit 3.4 to the registrant’s Registration
Statement on Form S-1, as amended (Registration No. 333-112718))
3.2(b) Amendment No. 1 to the Amended and Restated Bylaws (incorporated by reference to Exhibit 3.1 to the
" registrant’s Current Report on Form 8-K dated January 25,2013) o o
3.3 Form of Certificate of Designation of Series- A Preferred Stock of MarketAxess Holdings Inc.
- (incorporated by reference to Exhibit 3.1 to the registrant’s Registration Statement on Form 8-A dated
June 3, 2008) f o i
4.1 Specimen Common Stock certificate (incorporated by reference to Exhibit 4.1 to the registrant’s
Registration Statement on Form S-1, as amended (Registration No: 333-112718)) - '
.42 See Exhibits 3.1 and 3.2 for provisions defining the rights of holders of common stock and non-voting
common stock of the registrant \ " ‘ y :

10. 1(a) MarketAxess Holdings Inc. Amended and Restated 2001 Stock Incentive Plan (incorporated by reference
“ " to Exhibit 10.7 to the registrant’s Annual Report on Form 10-K dated February 17, 2012)#

10:1(b) Amendment to the VMarketAxess(”Holdin'gs; Inc. 2001 and 2000 Stock Incentive Plans (incorporated by
- ' .reference to Exhibit 10.9 to the registrant’s Registration Statement on Form S-1, as amended (Registration
No. 333-112718)) # O . Co

10.2 MarketAxess Holdings Inc. 2012 Incentive Plan (incorporated by reference to Appendix A to the
registrant’s Proxy Statement for its Annual Meeting for Stockholders held on ‘June 7, 2012; filed on
April 25, 2012)# ' wn b . :
10.3 MarketAxess Holdings Inc. 2004 Annual - Performance Incentive Plan (incorporated by reference to
Exhibit 10.11 to the registrant’s Registration Statement on Form S-1, as amended (Registration
No. 333-112718)) # _ o
104 MarketAxess Holdings Inc. 2009 Code Section 162(m) ‘Executive Performance Incentive Plan
" (incorporated by reférence to Appendix B t0 the registrant’s Proxy Statement for its Annual Meeting for
Stockholders held on June 7, 2012, filed on April 25, 2012)# ‘ S o
10.5(a) Form of Restricted Stock Agreement for Richard M. McVey pursuant to the MarketAxess Holdings Inc.
7012 Incentive Plan (incorporated by reference to Exhibit 10.1 to the registrant’s Current Report on
- Form 8K dated January 23, 2009)# » o ‘
10.5(b) Form of Restn'ctéd Stock Agreement for Employeés other than Richard M. McVey pursuant to.the
MarketAxess Holdings Inc. 2012 Incentive Plan (incorporated by reference to. Exhibit 10.3- to the
registrant’s Current Report on Form 8-K dated January 15, 2008)#
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Number

10.6(a)

10.6(b)

10.6(c)

10.7(a)

10.7(b)

10.8(a)

10.8(b)

10.8(c)

10.9(a)

10.9(b)

10.10(a)

10.10(b)

10.10(c)

21.1*
23.1*
31.1*

Description

Form of Restricted Stock Unit Agreement for Richard M. McVey pursuant to the MarketAxess Holdings
Inc. 2012 Incentive Plan (incorporated by reference to Exhibit 10.3 to the registrant’s Current Report on
Form 8-K dated January 19, 2011)#

Form of Restricted Stock Unit Agreement for employees other than Richard M. McVey pursuant to the
MarketAxess Holdings Inc. 2012 Incentive Plan (incorporated by reference to Exhibit 10.4 to the
registrant’s Current Report on Form 8-K dated January 19, 2011)#

Guidelines for Restricted Stock Units granted under the MarketAxess Holdings Inc. 2012 Incentive Plan
(incorporated by reference to Exhibit 10.1 to the registrant’s Current Report on Form 8-K dated January
19, 2011)#

Form of Performance Share Award Agreement for Richard M. McVey pursuant to the MarketAxess
Holdings Inc. 2012 Incentive Plan (incorporated by reference to Exh1b1t 10.1 to the registrant’s Current
Report on Form 8-K dated January 15, 2008)#

Form of Performance Share Award Agreement for Employees other than Richard M. McVey pursuant to
the MarketAxess Holdings Inc. 2012 Incentive Plan (incorporated by reference to Exhibit 10 2 to the
registrant’s Current Report on Form 8-K dated January 15, 2008)#

Form of Incentive Stock Option Agreement for Mr. McVey pursuant to the MarketAxess Holdings Inc.
2012 Incentive Plan (incorporated by reference to Exhibit 10 5 to the reglstrant s Current Report on
Form 8-K dated January 15, 2008)# — :

Form of Incentive Stock Option Agreement for Employees other than Richard M. McVey pursuant to the
MarketAxess Holdings Inc. 2012 Incentive Plan (1ncorporated by reference to Exh1b1t 10. 4 to the
registrant’s Current Report on Form 8-K dated January 15, 2008)#

Form of Non Qualified Stock Option Agreement pursuant to the MarketAxess Holdings Inc 2012
Incentive Plan (incorporated by reference to Appendix C to the registrant’s Proxy Statement for its Annual
Meeting of Stockholders held on June 7, 2006, filed on May- 1, 2006)#

MarketAxess Severance Pay Plan, effective August 1, 2006 (incorporated by refer_ence to Exhibit 10.28(a)
to the registrant’s Form 10-K for the year ended December 31, 2009 filed on March 3, 2009)#

Amendment No. 1 to MarketAxess Severance Pay Plan, dated as of December 17, 2008 (incorporated by
reference to Exhibit 10.28(b) to the registrant’s Form 10-K for the year ended December 31, 2009 filed on
March 3, 2009)#

Letter Agreement, dated January 19, 2011, by and between MarketAxess Holdings Inc. and Richard M.
McVey (incorporated by reference to Exhibit 10.4 to the registrant’s Current Report on Form 8-K dated
January 14, 2011)#

Incentive Stock Option Agreement, dated January 19, 2011, by and between MarketAxess Holdings Inc.
and Richard M. McVey Incentive Stock Option Agreement, dated January 19, 2011, by and between
MarketAxess Holdings Inc. and Richard M. McVey (incorporated by reference to Exhibit 10.6 to the
registrant’s Current Report on Form 8-K dated January 19, 2011)#

Restricted Stock Unit Agreement, dated January 19, 2011, by and between MarketAxess Holdings Inc. and
Richard M. McVey (incorporated by reference to Exhibit 10.8 to the registrant’s Current Report on
Form 8-K dated January 19, 2011)#

Subsidiaries of the Registrant
Consent of PricewaterhouseCoopers LLP

Certification by Chief Executive Officer pursuant to Exchange Act Rule 13a-14(a), as adopted pursuant to
Section 302 of the Sarbanes-Oxley Act of 2002
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Number

31.2%
32.1%*
32.2%

101.INS**
101.SCH**
101.CAL**
101.LAB**
101.P

101.DEF**

Description

Certification by Chief Financial Officer pursuant to Exchange Act Rule 13a-14(a), as adopted pursuant

to Section 302 of the Sarbanes-Oxley Act of 2002

Certification by Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002

Certification by Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbanes-Oxley Act of 2002 :

XBRL Instance Document
XBRL Taxonoiny Extension Schema Document

XBRL Taxonomy Extension Calculation Linkbase Document

» XBRL Tzixonomy Extension Label Linkbase Document

XBRL Taxonomy Extension Presentation Linkbase Document
XBRL Taxonomy Extension Definition Linkbase Document

% Filed herewith.

*%x  Attached as Exhibit 101 to this Annual Report on Form 10-K are the following materials, formatted in XBRL
(eXtensible Business Reporting Language): (i) Consolidated Statements of Financial Condition as of
December 31, 2012 and December 31, 2011; (ii) Consolidated Statements of Operations for the Years Ended
December 31, 2012, 2011 and 2010; (iii) Consolidated Statements of Comprehensive Income for the Years Ended
December 31, 2012, 2011 and 2010; (iv) Consolidated Statement of Stockholders’ Equity for the Years Ended
December 31, 2012, 2011 and 2010; (v) Consolidated Statements of Cash Flows for the Years Ended
December 31, 2012 2011 and 2010; and (vi) Notes to the Consolidated Financial Statements.

Pursuant to Rule 406T of Regulation S-T, the Interactive Data Files on Exhibit 101 hereto are deemed not filed or
part of a registration statement or prospectus for purposes of Sections 11 or 12 of the Securities Act of 1933, as
amended, are deemed not filed for purposes of Section 18 of the Securities and Exchange Act of 1934, as
amended, and otherw1se are not subject to liability under those sections.

#  Management contract or compensatory plan or arrangement.
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SIGNATURES

Pursuant to the requirements of Section 13 or 15(d) 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.

MARKETAXESS HOLDINGS INC.

By: /s/ RICHARD M. MCVEY

Richard M. McVey
Chief Executive Officer

Date: February 21, 2013

Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed by the following
persons on behalf of the registrant and in the capacities and on the dates indicated:

Signature Title(s) D_atg
/s/ _RICHARD M. MCVEY Chief Executive Officer and Chairman of the February 21, 2013
Richard M. McVey Board of Directors (principal executive officer)
/s/ ANTONIO L. DELISE Chief Financial Officer (principal financial and ~ February 21, 2013
Antonio L. DeLise accounting officer)
/s/ STEVEN L. BEGLEITER Director February 21, 2013

Steven L. Begleiter

/s/ SHARON BROWN-HRUSKA Director February 21, 2013
Sharon Brown-Hruska
/s/ STEPHEN P. CASPER Director February 21, 2013

Stephen P. Casper

/s/ _Davib G. GOMACH Director February 21, 2013
David G. Gomach

/s/ CARLOS HERNANDEZ Director February 21, 2013
Carlos Hernandez
/s/ RONALD M. HERSCH Director February 21, 2013

Ronald M. Hersch

/s/ JOHN STEINHARDT Director February 21, 2013
John Steinhardt
/s/ JAMES J. SULLIVAN Director February 21, 2013

James J. Sullivan
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Exhibit 21.1

'SUBSIDIARIES OF THE REGISTRANT- ~ - ©

Name . o s C e Place of Incorporation of Organization
MarketAxess Corporation . ... ............0ovu. LTt Delaware ‘
MarketAxess Technologies Inc. .......0.......... .. e Y Delaware

MarketAxess Burope Limited ......................... ... ... . United Kingdom
MarketAxess Limited ............................. ... . ... ... " United Kingdom
MarketAxess Canada Limited ............................ ... ... Nova Scotia, Canada
GreenlineFinancialTechnologies,Inc.............................,.,...‘.:.. © 7 Tllinois o

MarketAxess Plataforma De Negociacao Ltda. .. ...................... .. Brazil



Exhibit 23.1
CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM
~ We hereby consent to the incorporation by reference in the Registration Statements on Form S-8 (File Numbers

333-120229 and 333-136101) of MarketAxess Holdings Inc. of our report dated February 21, 2013, relating to the
financial statements and the effectiveness of internal control over financial reporting, which appears in this Form 10-K.

/s/ PRICEWATERHoUsECDOPERs LLP

PricewaterhouseCoopers LLP

New York, New York
February 21, 2013



Exhibit 31.1

Certification Pursuant to
Rules 13a-14(a) or 15d-14(a) under the Securities Exchange Act of 1934, as Amended

I, Richard M. McVey, certify that:

1. I have reviewed this annual report on Form 10-K of MarketAxess Holdings 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; e -

3. Based on my knowledge, the financial statemients 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(s) 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:

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; R o

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 genérally
accepted accounting principles; '

¢) 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 o :

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; and B

5. The registrant’s other certifying officer(s) 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 R "

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. ' ' -

/s/  RICHARD M. MCVEY

* Richard M. McVey
Chief Executive Officer
(principal executive officer)

Dated: February 21, 2013



Exhibit 31.2

Certification Pursuant to
Rules 13a-14(a) or 15d-14(a) under the Securities Exchange Act of 1934, as Amended

I, Antonio L. DeLise, certify that:

1. I have reviewed this annual report on Form 10-K of MarketAxess Holdings 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(s) 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:

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; and

5. The registrant’s other certifying officer(s) 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.

/s/ ANTONIO L. DELISE

Antonio L. DeLise
Chief Financial Officer
(principal financial and accounting officer)

Dated: February 21, 2013



- Exhibit 32.1

Certification Under Section 906 of the Sarbanes-Oxley Act of 2002
(United States Code; Title 18, Chapter 63, Section 1350)
Accompanying Annual Report on Form 10-K of
MarketAxess Holdings Inc: for the Year Ended'December 31,2012

- . In connection with the Annual Report'on Form10-K of MarketAxess Holdings Inc. (the “Company™) for the year
eénded December 31, 2012; as filed with the Sécurities. and Exchange Commission on the date hereof (the “Report™), 1,
Richard M. McVey, Chief Executive Officer of the Company, hereby certify, pursuant to 18 U.S.C. Section 1350, that:

" (1) The Report fully complies with the requitements of Section 13¢a) or:15(d), as applicable, of the Securities
Exchange Act of 1934; and :
(2)-The: information ‘contairied in the Report fairly presents, in all material respects, the financial condition
and results of operations of the Company. : : » : v

~/s/ RICHARD M. MCVEY

¢ - Richard M. McVey
Chief Executive Officer

February 21, 2013

This certification shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934,
or otherwise subject to the liability of that:section, nor shall it be deemed to be incorporated by reference into any
filing under the Securities Act of 1933 or the Securities Exchange Act of 1934, except to the extent the Company
specifically incorporates it by reference.



Exhibit 32.2

Certification Under Section 906 of the Sarbanes-Oxley Act of 2002
(United States Code, Title 18, Chapter 63, Section 1350)
Accompanying Annual Report on Form 10-K of
MarketAxess Holdings Inc. for the Year Ended December 31,2012

In connection with the Annual Report on Form 10-K of MarketAxess Holdings Inc. (the “Company”) for the year
ended December 31, 2012, as filed with the Securities and Exchange Commission on the. date hereof (the “Report™), I,
Antonio L. DeLise, Chief Financial Officer of the Company, hereby certify, pursuant to 18 U.S.C. Section 1350, that:

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

(2) The information contained in the Report fairly presents, in all material respeets the financial condition
and results of operations of the Company.

/s/ ANTONIO L. DELISE

. Antonio L. DeLise
Chief Financial Officer

February 21, 2013

This certification shall not be deemed “filed” for purposes of Section 18 of the Securities Exchange Act of 1934,
or otherwise subject to the liability of that section, nor shall it be deemed to be incorporated by reference into any
filing under the Securities Act of 1933 or the Securities Exchange Act of 1934, except to the extent the Company
specifically incorporates it by reference. , :



