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l A. REGISTRANT IDENTIFICATION |
OFFICIAL USE_
ONLY
. FIRM ID. NO.
NAME OF BROKER-DEALER:
BELVEDERE TRADING LLC
ADDRESS OF PRINCIPAL PLACE OF BUSINESS: (Do net use P.O. Box No.)
10 South Riverside Plaza, Suite 2100
(No. and Street)
Chicago lllinois 60606
{City) (State) {Zip Code)

NAME AND TELEPHONE NUMBER OF PERSON TO CONTACT IN REGARD TO THIS
REPORT

William A. D’Anna

(Name)

(312) 262-3442

{Area Code — Telephone No)

| B. ACCOUNTANT IDENTIFICATION |

INDEPENDENT PUBLIC ACCOUNTANT whose opinion is contained in this Report*

RSMUS LLP

(Name — if individual, state last, first, middle name)

1 South Wacker Chicago lllinois 60606

{Address) (City) {State) (Zip Code)
CHECK ONE:

[x] Certified Public Accountant

[ ] Public Accountant
[ T Accountant not resident in United States or any of its possessions.

[ FOR OFFICIAL USE ONLY |

*Claims for exemption from the requirement that the annual report be covered by the opinion of an independent public accountant
must be supported by a statement of facts and circumstances relied on as the basis for the exemption. See section 240.17a-5(e)



OATH OR AFFIRMATION

I, William_D’Anna, swear (or affirm) that, to the best of my knowledge and belief, the accompanying
fmancnal statements and supporting schedules pertaining to the firm of Belvedere: Trading LLC as of
December 31, :2018.are true and correct. 1 further swear (or affirm) that neither the company nor any
partner, proprietor, principal officer or director has any proprietary interest in any account classified solely
as that of a customer, except as follows:

Signature

CFO, Belvedere Trading LLC

Title

Subscribed and sworn to before me this

28" gayor ‘?((Lc‘uao;“ 2019

MELVIN MURILLO
Ofticial Seal
! Notary Public - State of Hlinois
My Commission Expires May 28, 2020

This report** contains (check all applicable boxes)

[x] (@) Facing Page.

[x] (b) Statement of Financial Condition.

(c) Statement of Income (Loss).

(d) Statement of Cash Flows.

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

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

(g) Computation of Net Capital for Brokers and Dealers pursuant to Rule 15¢3-1.

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

(i) Information Relatnng to the Possessnon or Control Requ:rements for Brokers and Dealers Under
‘Rule 156¢3-3. '

[ 1G) A Reconciliation, including appropriate explanation, of the Computation of Net Capital Under Rule

15c3-1 and the Computation for Determination of the Reserve Requirements Under Exhibit A of
Rule 15¢3-3.

[ 1(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect
to methods of consolidation.

(I)  An Oath or Affirmation.

(m) A copy of the SIPC Supplemental Report.

(n) A copy of the Exemption Report.

(o) Schedule of Segregation Requirements and Funds in Segregation — Customers’ Regulated
Commodity Futures Accounts Pursuant to CFTC Rule 1.11(d)2(iv).

**For conditions of confidential treatment of certain portions of this filing, see Section 240.17a-5(e)(3).
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Report of Independent Registered Public Accounting Firm
To the Manager and Member of Belvedere Trading LLC

Opinion on the Financial Statements

We have audited the accompanying statement of financial condmon of Belvedere Trading LLC (the
Company) as of December 31, 2018, and the related notes to the financial statement (collectively, the
financial statement). In our opinion, the financial statement presents fairly, in all material respects, the
financial position of the Company as of December 31, 2018, in conformity with accounting principles
generally accepted in the United States of America.

Basis for Opinion

This financial statement is the responsibility of the Company’s management. Our responsibility is to
express an opinion on the Company’s financial statement based on our audit. We are a public accounting
firm registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are
required to be independent with respect to the Company in accordance with U.S. federal securities laws
and the applicable rules and regulations of the Securities and Exchange Commission and the PCAOB.

We conducted our audit in accordance with the standards of the PCAOB. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial statement is
free of material misstatement, whether due to error or fraud. The Company is not required to have, nor
were we engaged to perform, an audit of its internal control over financial reporting. As part of our audit
we are required to obtain an understanding of internal control over financial reporting but not for the
purpose of expressing an opinion on the effectiveness of the Company's internal control over financial
reporting. Accordingly, we express no such opinion.

Our audit included performing procedures to assess the risks of material misstatement of the financial
statement, whether due to error or fraud, and performing procedures that respond to those risks. Such
procedures included examining, on a test basis, evidence regarding the amounts and disclosures in the
financial statement. Our audit also included evaluating the accounting principles used and significant
estimates made by management, as well as evaluating the overall presentation of the financial statement.
We believe that our audit provides a reasonable basis for our opinion.

PSKH VS LLP
~ We have served as the Company's auditor since 2017.

Chicago, llinois
February 28, 2019
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BELVEDERE TRADING LLC
Statement of Financial Condition

December 31, 2018

Assets

Cash $ 187,095
Derivatives, fair value 7,186,894,936
Securities owned, at fair value 2,264,479,593
Memberships and stock in exchanges, at cost (fair value $9,068,000) 4,035,170
Receivables from affiliates 662,978
Other receivables 3,241,961
Receivables from broker-dealer 95,813,265
Other assets 36,744

Liabilities and Member's Equity
Liabilities:
Derivatives, at fair value
Securities sold short, at fair value

Accounts payable and accrued expenses

Member's equity

See accompanying notes to financial statement

9,555,351,742

7,094,227,008
2,342,783,018
15,856,647

9,452,866,673

102,485,069

9,5655,351,742



BELVEDERE TRADING LLC
Notes to Financial Statement
December 31, 2018

1. Organization and Business

Belvedere Trading LLC (the “Company”), an lllinois limited liability company, was formed in January
2002. The Company is a broker-dealer registered under the Securities and Exchange Act of 1934
and is a member of CBOE Global Markets, Inc., (“CBOE”), with regulatory services outsourced to
Financial Industry Regulatory Authority. The Company is primarily a market maker buying, selling
and dealing as a principal in U.S. exchange traded securities and derivative financial instruments. In
addition to the Company’s market making activity, the Company also engages in the proprietary
trading of other exchange-traded equity securities, equity and index options, futures and futures
options.

The Company is a member of numerous U.S. options and securities exchanges. The Company is
also a corporate equity member of the Chicago Mercantile Exchange (‘CME”), (via its parent
company Belvedere Group LLC) and the Commodity Exchange, Inc, as well as a trading participant
of Intercontinental Exchange (“ICE") Futures Europe.

Belvedere Group LLC, a wholly owned subsidiary of Belvedere Holdings LLC, is the Company’s sole
member.

2, Summary of Significant Accounting Policies

The Company's financial statements have been prepared in accordance with accounting principles
generally accepted in the United States (GAAP) and are stated in U.S. dollars. The following is a
summary of the significant accounting policies used in preparing the financial statements:

Revenue Recognition and Financial Instruments Valuation

Derivatives and securities transactions and related commissions and expenses are recorded on a
trade date basis. Securities owned, securities sold, not yet purchased and derivatives are recorded
in the statement of financial condition at fair value in accordance with Accounting Standards
Codification (“ASC”) 820 “Fair Value Measurements and Disclosures”. The carrying values of cash,
receivables and payables approximate fair value due to the short maturities of these financial
instruments.

Investments in options on futures represent obligations to purchase or sell futures at a specified date.
The value of the open position is recorded as either an asset or a liability, and the Company records
an unrealized appreciation or depreciation to the extent of the difference between the proceeds
received and the value of the open position. The Company records a realized gain or loss when the
position is closed out. By entering into short sales, the Company bears the market risk of increases
in value of the option sold short in excess of the proceeds received.

Open trade equity in futures is included in receivable from broker-dealer and measured at
closing exchange prices.



BELVEDERE TRADING LLC
Notes to Financial Statement
December 31, 2018

2. Summary of Significant Accounting Policies, continued

Use of Estimates

The preparation of financial statements in conformity with U.S. GAAP requires management to make
estimates and assumptions that affect the amounts reported in the financial statements and the
accompanying notes. Management determines that the estimates utilized in preparing its financial
statements are reasonable and prudent. Actual results could differ from these estimates.

Depreciation and amortization
U.S. GAAP requires that fixed assets be depreciated over the estimated useful life of the asset.

Receivable from and payable to broker-dealers
Receivables and payables relating to trades pending settlement are netted by broker-dealer and

included in receivable from/payable to broker-dealers in the statement of financial condition.

Translation of Foreign Currencies
Assets and liabilities denominated in foreign currencies are translated to U.S. dollars at year-end

exchange rates, while revenue and expenses are translated to U.S. dollars at prevailing rates during
the year.

Exchange Memberships and Trading Rights
At December 31, 2018, the Company owned memberships at the CME and COMEX. The

Company’s memberships are reflected in the statement of financial condition at cost (fair value is
shown parenthetically). U.S. GAAP requires that such memberships be recorded at cost, or, if an
impairment in value has occurred, at a value that reflects management's estimate of the fair value.
Thus, in 2018, the Company impaired assets by $950,800 to reflect the value of these owned
memberships.

Income Taxes

The Company is a limited liability company with all taxable income or loss recorded in the income
tax returns of Belvedere Holdings, LP. Belvedere Holdings, LP is a limited liability company whose
income or loss is includable in the tax returns of its owners. Accordingly, no provision for income
taxes has been made in the accompanying financial statements.



BELVEDERE TRADING LLC
Notes to Financial Statement
December 31, 2018

2. Summary of Significant Accounting Policies, continued

In accordance with U.S. GAAP, the Company is required to determine whether its tax positions are
more likely than not to be sustained upon examination by the applicable taxing authority, based on
the technical merits of the position. Generally, the Company is no longer subject to income tax
examinations by major taxing authorities for the years before 2015. The tax benefit recognized is
measured as the largest amount of benefit that has a greater than fifty percent likelihood of being
realized upon ultimate settlement with the relevant taxing authorities. Based on its analysis, the
Company has determined that it has not incurred any liability for unrecognized tax benefits as of
December 31, 2018.

Recently Issued Accounting Pronouncements

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842) which supersedes the leading
guidance in the Accounting Standards Codification (“ASC”") 840, Leases. Under ASU 2016-02
lessees are required to recognize a right-of-use asset and lease liability for all leases with terms
longer than 12 months. Leases will be classified as either finance or operating, with classification
determining the pattern of expense recognition in the statement of operations. This guidance is
effective for fiscal periods beginning after December 15, 2018, and requires a modified retrospective
approach to adoption for leases that exist or are entered into after the beginning of the earliest period
in the financial statements. The Company concluded it does not have any leases that meet the
definition under ASC 842.

3. Related Party Transactions

The Company has expense sharing agreements with affiliate entities, which operate under common
control (see below). At December 31, 2018, The Company had receivables from related parties
totaling $662,978. The Company settles related party liabilities and assets by either cash payment
or a direct impact to the capitai of the Company.

Team Belvedere LLC (“TB"), an affiliate, provides employment services to the Company. These
services include, but are not limited to all employee compensation, health insurance and employment
costs for the trading, technology and operational personnel. The Company had a zero payable
balance to TB at December 31, 2018.

Belvedere Infrastructure LLC (“Bl") provides colocation and related connectivity costs to the
Company. Bl also provides all computer hardware, computer software, furniture and office equipment
to the Company. As of December 31, 2018 the Company had $28,000 in receivables from this
affiliate.

Belvedere Futures LLC (“BF"), an affiliate, conducts proprietary trading in listed futures and options
on futures. The Company will transfer certain low risk positions held at a clearing firm between BF
and the Company. These transfers are done at the exchange, typically at fair market value, allowing
the Company to manage its credit exposure to ABN. BF and the Company have entered into
reciprocal credit agreements to cover liabilities resulting from ordinary business operations, up to
$35 million. The Company had zero balance outstanding at December 31, 2018.



BELVEDERE TRADING LLC
Notes to Financial Statement
December 31, 2018

Related Party Transactions, continued

The Company had a receivable from BF for an exchange rebate allocated to the Company on behalf
of BF in the amount of $634,000 as of December 31, 2018.

4. Receivables from Broker-Dealer

The Company has a Joint Back Office (“JBO”) clearing agreement with ABN AMRO Clearing
Chicago LLC (“ABN"). This agreement allows the Company as the JBO participant to receive
favorable margin treatment as compared to the full customer margin requirements of Regulation

T. As part of this agreement, the Company has invested $10,000 in a Class A preferred interest in
ABN. The Company'’s investment in ABN is reflected in other assets in the statement of financial
condition. Under the rules of the Chicago Board Options Exchange, the agreement requires that the
Company maintain a minimum net liquidating equity of $1 million, exclusive of its interest investment.

The Company entered into a revolving credit facility with ABN and Advantage Futures LLC
(“Advantage”) that permits it to borrow up to $640 million and $25 million, respectively. At December
31, 2018, the Company had a loan payable balance of $161 million with ABN and zero outstanding
with Advantage.

Receivables from broker-dealer is reported net, and includes cash balances due from ABN and
Advantage plus unrealized net gains on open futures contracts with both firms. Receivables from
broker-dealer at December 31, 2018, consists of the following:

Receivables
Payableto $ (97,722)
Unsettled transactions 86,770,949
Exchange-traded futures - open trade equity 9,140,038
$ 95,813,265

5. Credit Concentration

At December 31, 2018, a significant credit concentration consisted of approximately $96.6 million at
ABN and $13.6 million at Advantage.

The Company limits its exposure to credit risk by executing futures and options transaction through
regulated exchanges that are subject to the exchanges’ counterparty and margin approval process.



BELVEDERE TRADING LLC
Notes to Financial Statement
December 31, 2018

6. Derivative Financial Instruments

n the normal course of business, the Company enters into transactions in derivative financial
instruments that include futures contracts and exchange-traded options contracts as part of the
Company'’s overall trading strategy. All derivative instruments are held for trading purposes. Fair
values of options contracts are recorded in derivatives, as appropriate. Open trade equity in futures
transactions is recorded as receivables from and/or payables to broker-dealers, as applicable. All
positions are reported in the accompanying statement of financial condition at fair value and gains
and losses from derivative financial instruments are reflected in trading gains in the statement of
operations.

For the year ended December 31, 2018, the Company has elected the alternative disclosure for gains
and losses on derivative instruments included in its trading activities. This alternative disclosure
permits the Company to disclose on a combined basis the gains and losses related to all derivative
and non-derivative (or cash) instruments classified as marketable instruments disaggregated by the
type of underlying risk. Marketable instruments include exchange traded futures, equity securities,
equity options and options on futures.

As a proprietary trading firm, the Company executes a high volume of transactions in futures and
securities on a daily basis. The Company provides liquidity in most major markets on which it trades.

As of December 31, 2018, the Company’s derivative activities has the following impact on the
statement of financial condition:

Statement of Assets at Liabilities at

Underlying Risk  Financial Condition Location Fair Value Fair Value Net
Equity Receivables from/payable to

broker-dealers 108,151,372 (101,508,758) $ 6,642,614
Commodities Receivables from/payable to

broker-dealers 3,573,700 (1,076,276) $ 2,497,424
Equity Derivatives 7,101,168,916 (7,017,185,846) 83,983,070
Commodities Derivatives 89,482,700 (77,041,163) 8,684,857

$ 101,807,965



BELVEDERE TRADING LLC
Notes to Financial Statement
December 31, 2018

6. Derivative Financial Instruments, continued

Futures contracts provide for the delayed delivery/receipt of the underlying instrument. As a writer of
options contracts, the Company receives a premium in exchange for giving the counterparty the right
to buy or sell the underlying instrument at a future date at a contracted price. The contractual or
notional amounts related to these financial instruments reflect the volume and activity and do not
reflect the amounts at risk. Futures contracts are executed on an exchange, and cash settlement is
made on a daily basis for market movements. Accordingly, futures contracts generally do not have
credit risk. The credit risk for options contracts is limited to the unrealized fair valuation gains
recorded in the statement of financial condition.

Market risk is substantially dependent upon the value of the underlying instruments and is affected
by market forces such as volatility and changes in interest and foreign exchange rates.

Securities sold short represent obligations of the Company to deliver the security or underlying
instrument and, thereby, create a liability to repurchase the security or underlying instrument in the
market at prevailing prices. Accordingly, these transactions result in risk as the Company’s
satisfaction of the obligations may exceed the amount recognized in the statement of financial
condition.

The Company is engaged in various trading activities in which counterparties primarily include
broker-dealers. In the event counterparties do not fulfill their obligations, the Company may be
exposed to risk. The risk of default depends on the creditworthiness of the counterparty. It is the
Company'’s policy to review, as necessary, the credit standing of each counterparty. The Company
limits its exposure to credit risk by executing futures and options transactions through regulated
exchanges that are subject to the exchanges’ counterparty and margin approval process.

7. Offsetting

The following table provides disclosure regarding the effect of offsetting of recognized assets and
liabilities included in receivable from broker-dealer section of the statement of financial condition.

Net Amounts of

Assets/Liabilities Cash
Gross Amounts Offset Presented in the Collateral
Gross Amounts ~ "~ in'the Statementof " Statement of " Financial Received/ © Net” -
Recognized Financial Condition Financial Condition  Instruments  Pledged Amount

Assets
Futures Open Trade Equity $ 111,725,072 S (102,585,034) $ 9,140,038 S - $ - $9,140,038
Liabilities
Futures Open Trade Equity ${102,585,034) $ 102,585,034 S = $ - $



BELVEDERE TRADING LLC
Notes to Financial Statement
December 31, 2018

8. Guarantees

Accounting Standards Codification Topic 460 (“ASC 460”), Guarantees, requires the Company to
disclose information about its obligations under certain guarantee arrangements. ASC 460 defines
guarantees as contracts and indemnification agreements that contingently require a guarantor to make
payments to the guaranteed party based on changes in an underlying (such as an interest or foreign
exchange rate, security or commodity price, an index or the occurrence or nonoccurrence of a specified
event) related to an asset, liability or equity security of a guaranteed party. This guidance also defines
guarantees as contracts that contingently require the guarantor to make payments to the guaranteed
party based on another entity's failure to perform under an agreement, as well as indirect guarantees
of the indebtedness of others.

Certain derivatives contracts that the Company has entered into meet the accounting definition of a
guarantee under ASC 460. Derivatives that meet the ASC 460 definition of guarantees include futures
contracts and written options.

The maximum potential payout for these derivatives contracts cannot be estimated as increases in
interest rates, foreign exchange rates, securities prices, commodities prices and indices in the future
could possibly be unlimited.

The Company records all derivative contracts at fair value. For this reason, the Company does not
monitor its risk exposure to derivatives contracts based on derivative notional amounts; rather the
Company manages its risk exposure on a fair value basis. The Company believes that the notional
amounts of the derivative contracts generally overstate its exposure. Aggregate market risk limits have
been established, and market risk measures are routinely monitored against these limits. The Company
believes that market risk is substantially diminished when all financial instruments are aggregated.

9. Commitments and Contingencies

The Company conducts its operations in leased office facilities. The lease is subject to an escalation
clause based on the operating expenses of the lessor. The lease is in the name of the Company’s
affiliate, Belvedere Infrastructure. The costs of the office facilities and other leases are allocated
proportionally to the Company. Refer to note 3 for further allocation details. :



BELVEDERE TRADING LLC
Notes to Financial Statement
December 31, 2018

10. Fair Value Measurement and Disclosures

ASC 820 defines fair value, establishes a framework for measuring fair value, and establishes a fair
value hierarchy which prioritizes the inputs to valuation techniques. Fair value is the price that would
be received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. A fair value measurement assumes that the transaction to sell
the asset or transfer the liability occurs in the principal market for the asset or liability or, in the
absence of a principal market, the most advantageous market. Valuation techniques that are
consistent with the market, income or cost approach, as specified by ASC 820, are used to measure
fair value.

The fair value hierarchy prioritizes the inputs to valuation techniques used to measure fair value into
three broad levels

» Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets or
liabilities the Company has the ability to access.

« Level 2 Inputs are inputs other than quoted prices included within Level 1 that are
observable for the asset or liability, either directly or indirectly.

» Level 3 are unobservable inputs for the asset or liability and rely on management’s own
assumptions that market participants would use in pricing the asset or liability. The
unobservable inputs should be developed based on the best information available in the
circumstances and may include the Company’s own data.

Derivative financial instruments (futures and options) are exchange-traded in active markets that
are valued using exchange seitlement prices with reasonable levels of price transparency and are
classified in Level 1 of the fair value hierarchy. Equity securities traded on a national securities
exchange, or reported on the NASDAQ national market, are stated at the last reported sales prices
on the day of valuation. Fair value of exchange-traded contracts is based upon exchange settlement

prices.

In certain cases, the inputs used to measure fair value may fall into different levels of the fair value
hierarchy. In such cases, a financial instrument’s level with the fair value hierarchy is based on the
lowest level of input that is significant to the fair value measurement. The Company’s assessment of
the significance of a particular input to the fair value in its entirety requires judgment, and considers
factors specific to the financial instrument: T S

The Company assesses the levels of the financial instruments at each measurement date, and
transfers between levels are recognized on the actual date of the event or change in circumstances
that caused the transfer in accordance with the Company’s accounting policy regarding the
recognition of transfers between levels of the fair value hierarchy. For the year ended December 31,
2018, there were no transfers among levels.
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10. Fair Value Measurement and Disclosures, continued

The following table presents the Company’s fair value hierarchy for those assets and liabilities
measured at fair value on a recurring basis as of December 31, 2018:

Level 1
Assets Liabilities
Equities $ 2,264,479,593 $ 2,342,783,018
Equity Options 5,269,171,275 3,810,573,866
Futures Options 1,917,723,661 3,283,653,142
$ 9,451,374,529 $ 9,437,010,026

At December 31, 2018, the Company held no Level 2 or Level 3 financial instruments.

11. Net Capital Requirements

The Company is subject to the Securities and Exchange Commission Uniform Net Capital Rule
(15¢3-1). Under this rule, the Company is required to maintain “net capital” equal to the greater of
$100,000 or 6 and 2/3 % of “aggregate indebtedness”, as defined.

At December 31, 2018, the Company had net capital and net capital requirements of $95,147,523
and $100,000, respectively.

12. Subsequent Events

The Company's management has evaluated events and transactions, through the date the
financial statements were issued, noting no material events requiring disclosure in the Company's

financial statements.
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