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OATH OR AFFIRMATION

1, Andrew Carney , swear (or affirm}) that, to the best of

my knowledge and belief the accompanyling financial statements and supporting schedules pertaining to the firm of
Walleye Trading LLC , as
of December 31, , 2018 , are true and correct, | further swear (or affirm) that

neither the company nor any partner, proprietor, principal officer or director has any proprietary interest in any account
classified solely as that of a customer, except as follows:
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Signature 2

des s R0

Notary Public

HEIDI LYN MOELLER
Notary Publfe
Minnesota
My Comm, Expires
Jan 31, 2020
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K (a) Facing Page.

B (b) Statement of Financial Condition.

Bl (c) Statement of Income (Loss).

® (d) Statement of Changes in Financial Condition.

K (e) Statement of Changes in Stockholders' Equily or Partners' or Sole Propristor's Capital,
B

O

Imi

O

O

[ o o

(f) Statement of Changes In Liabilities Subordinated to Claims of Creditors.
(g) Computation of Net Capital.
(hy Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.
()  Information Relating to the Possession or Control Requirements Under Rule 15¢3-3.
(i) A Reconciliation, including appropriate explanation, of the Compulation of Net Capital Under Rule 15¢3-1 and
the Gomputation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3,
O (k) A Reconcliiation beiween the audited and unaudiled Statements of Financial Condition with respect to methods
of consolldation.
& () AnOathor Affirmalion.
O (m) A copy of the SIPC Supplemental Report.
O (n) A report describing any material inadequacies found to exist or found lo have exlsted since the date of the

previous audit.

**For conditions of confidential treaiment 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 Members and Officers of Walleye Trading LLC
Opinion on the Financial Statement

We have audited the accompanying statement of financial condition of Walleye Trading LLC (the
Company) as of December 31, 2018 and the related notes (the “financial statement”). In our opinion,
the financial statement presents fairly, in all material respects, the financial position of the Company
at December 31, 2018, in conformity with U.S. generally accepted accounting principles.

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 the 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. 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 financial statement presentation. We believe that our audit provides a

reasonable basis for our opihion.
é/v»«-ct : MLLP

We have served as the Company’s auditor since 2005.

Minneapolis, Minnesota
February 25, 2019



Walleye Trading
Statement of Financial Condition

December 31, 2018

Assets
Cash
Dividends receivable
Securities owned, at fair value (pledged)
Memberships in exchanges
Total assets

Liabilities and members' equity

Liabilities:
Securities sold, not yet purchased, at fair value
Payable to broker, net
Accounts payable and accrued liabilities
Payable to Manager
Capital withdrawals payable
Subordinated borrowings

Total liabilities

Class A member’s equity

Class D members' equity

Total members' equity

Total liabilities and members' equity

See accompanying notes.

$ 498,843
2,919,663
5,151,732,812
1,603,069

$5,156,754,387

$ 4,493,609,660
260,009,267
25,679,106
7,090,298
41,900,000
500,000

4,828,788,331

258,261,636
69,704,420

327,966,056

$5,156,754,387




Walleye Trading LLC

Notes to Statement of Financial Condition

1. Organization

Walleye Trading LLC (the Company), a Delaware limited liability company, is a registered broker
and dealer in securities under the Securities Exchange Act of 1934. The Company is primarily an
options and stock market-making firm, engaged in U.S. equity options market-making, Eurodollar
options market-making, index options market-making, commodity options market-making and
U.S. equity stock market-making. The Company also engages in proprietary trading activities in
similar products. The Company is a member of most options and futures exchanges.

The Company clears its securities transactions through Goldman Sachs & Co. (the Clearing
Broker).

Walleye Trading Advisors, LLC (the Manager), a Minnesota limited liability company, serves as
the manager of the Company. The Manager provides all services to operate the Company and
maintains the financial records of the Company. Northern Trust Hedge Fund Services LLC (the
Administrator) serves as administrator to the Company.

Walleye Investments Fund LLC owns the Class A Member’s equity. The Class D Members are
trading class members and employees of the Manager. Each Class D Member has responsibility
for their trading activities and shares in the profits and losses of only their respective trading
activities according to their Supplemental Agreements. Each Class D member’s earnings include
a set percentage of profits relating to their individual trading strategy. In addition, each Class D
Member can earn additional profits based upon their respective level of capital committed to the
strategy. All remaining profits and losses are allocated to the Class A Member.

The Class D Members do not take part in management nor have authority to transact any business
for the Company or have power to sign for or to bind the Company to any agreement, said powers
being vested with the Manager and certain other officers of the Company. As of December 31,
2018, there were twelve Class D Members.

2. Significant Accounting Policies
The Company’s Statement of Financial Condition have been prepared in accordance with U.S.

generally accepted accounting principles (U.S. GAAP). The following is a summary of significant
accounting policies followed by the Company.



Walleye Trading

Notes to Statement of Financial Condition (continued)

2. Significant Accounting Policies (continued)
New Accounting Pronouncements

Effective January 1, 2019, the Company adopted accounting guidance, issued by the Financial
Accounting Standards Board (FASB), clarifying the principles for recognizing lease obligations
and enhanced disclosures. The guidance does not apply to any obligations of the Company. The
adoption of this guidance is not material to the Company’s Statement of Financial Condition.

In August 2018, the FASB issued Accounting Standards Update (“ASU”) No. 2018-13, Fair Value
Measurement (Topic 820): Disclosure Framework - Changes to the Disclosure Requirements for
Fair Value Measurement, which amends and eliminates certain disclosure requirements for fair
value as part of its framework project. The ASU is effective for annual and interim periods
beginning after December 15, 2019 with early adoption permitted. As of December 31, 2018, the
Company has adopted the ASU disclosure requirements.

Securities Transactions

Market-making and proprietary securities transactions are recorded on a trade-date basis.
Securities owned and securities sold, not yet purchased are stated at fair value based on
independent third party pricing sources,

Dividends are recorded on the ex-dividend date.
Memberships in Exchanges
Exchange memberships, which provide the Company with the right to conduct business on the

exchange, are recorded at cost or, if an other-than-temporary impairment in value has occurred, at
a value that reflects management’s estimate of the impaired value.

Performance Fees

Performance fees represent amounts paid to non-Class D member traders for generating trading
profits as well as non-trader employee bonuses paid via an employee bonus pool. All such
performance fees are recorded on an accrual basis and are included in accounts payable and
accrued liabilities on the Statement of Financial Condition.



Walleye Trading LLC

Notes to Statement of Financial Condition (continued)

2. Significant Accounting Policies (continued)
Use of Estimates
The preparation of the Statement of Financial Condition in conformity with U.S. GAAP requires

management to make estimates and assumptions that affect amounts reported in the Statement of
Financial Condition and accompanying notes. Management believes that the estimates utilized in

preparing the Company’s Statement of Financial Condition are reasonable and prudent. Actual
results could differ from these estimates.
3. Payable to broker, net

Payable to broker, net consists of the following:

December 31,
2018
Margin payable, net $ (392,907,858)
Unsettled securities transactions receivable, net 107,689,321
Exchange-traded futures — open trade equity 25,209,270
Total $ (260,009,267)

The Company conducts business with brokers and dealers that are members of the major securities
and commodities exchanges.

4, Financial Instruments
Fair Value of Financial Instruments

Various inputs are used in determining the fair value of the Company’s assets and liabilities, These
inputs are summarized in the three broad levels listed below:

Level 1 — Quoted prices in active markets for identical securities.
Level 2 — Observable inputs other than Level | prices, such as quoted prices for identical or
similar instruments in markets that are not active; and valuation techniques for which

significant assumptions are observable, either directly or indirectly.

Level 3 — Significant unobservable inputs (including the Company’s own assumptions in
determining the fair value of investments).



Walleye Trading LLC

Notes to Statement of Financial Condition (continued)

4. Financial Instruments (continued)

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

Assets
Securities owned, at fair value
(pledged):
Options:
Commodity contracts
Credit contracts

Equity contracts
Foreign exchange contracts
Interest rate contracts
Equities
Warrants
Total securities owned, at
fair value (pledged)
Futures contracts?

Level 1 Level 2 Level 3! Fair Value
$ 155,956 § -8 - 9 155,956
371,226 - - 371,226
2,231,222,789 - - 2,231,222,789
09,598 - - 99,598
120,685,193 - - 120,685,193
2,697,980,022 97,975,515 162,395 2,796,117,932
115,930 2,964,188 - 3,080,118
5,050,630,714 100,939,703 162,395 5,151,732,812
25,209,270 - - 25,209,270
$ 5,075,839,984 $100,939,703 $ 162,395 $ 5,176,942,082

! Level 3 securities were not considered significant to the Company.

2 Amount is netted on the Statement of Financial Condition and is presented in Payable to broker, net.



Walleye Trading LLC

Notes to Statement of Financial Condition (continued)

4, Financial Instruments (continued)

Level 1 Level 2 Level 3 Fair Value
Liabilities
Securities sold, not yet purchased,
at fair value:
Options:
Commodity contracts $ 1,093,824 § - $ - $ 1,093,824
Credit contracts 331,714 - - 331,714
Equity contracts 3,395,510,905 - - 3,395,510,905
Foreign exchange contracts 32,298 - - 32,298
Interest rate contracts 157,051,827 - - 157,051,827
Equities 937,545,203 2,032,193 - 939,577,396
Warrants - 10,497 - 10,497
Corporate bond - 1,199 - 1,199
Total liabilities, at fair value $4,491,565,771 $2,043,889 $ - $4,493,609,660

Securities owned are pledged to the Clearing Broker on terms that permit them to sell or repledge
the securities to others subject to certain limitations.

Securities sold, not yet purchased represent obligations of the Company to deliver the specified
security at the contracted price and quantities and thereby create a liability to purchase the security
in the market at prevailing prices. See Note 9 for further information on off-balance sheet risk.

The level assigned to a particular security and the inputs or methodology used for valuing securities
are not necessarily an indication of the risk associated with investing in those securities. Futures
contracts are valued based upon Level I fair value measurements, with the resulting open trade
equity included in Payables from broker, net at December 31, 2018.

The Company is also required periodically to measure certain other financial assets at fair value
on a nonrecurring basis. The estimated fair value of memberships in exchanges as of December 31,
2018, is approximately $1.6 million, based upon recent sales activity and observable lease rates
for such memberships (categorized as Level 2 of the fair value hierarchy).

Other financial instruments are recorded by the Company at contract amounts and include payable
to broker, net, and subordinated borrowings. Financial instruments carried at contract amounts
cither have short-term maturities (one year or less), are repriced frequently, or bear market interest
rates and, accordingly, are carried at amounts approximating fair value (categorized as Level 2 of
the fair value hierarchy). .



Walleye Trading LLC

Notes to Statement of Financial Condition (continued)

§5. Income Taxes

No federal, state, or local income taxes have been provided on profits of the Company because the
Company is treated as a partnership for tax purposes where its partners are individually liable for
the taxes on their share of the Company’s income or loss. Tax positions that are not more-likely-
than-not to be sustained upon examination by a taxing authority based on the technical merit of
the position would result in a current year expense or the absence of a benefit as appropriate for
the tax position. The Company has determined there are no uncertain tax positions as of December
31, 2018. Generally, the tax authorities can examine any tax returns filed for the last three years.

6. Related-Party Transactions

The Company has an Administrative Services Agreement (the Agreement) with the Manager. The
Agreement calls for the expenses associated with managing the Company to be allocated to, and
paid by, the Company. Such allocated expenses include compensation and benefits, vendor and
software license fees, data center expenses, advisory services, and other administrative services.
These expenses are recorded on an accrual basis by the Company. At December 31, 2018,
approximately $7.1 million of these expenses were payable to the Manager and are reflected as
payable to Manager on the Statement of Financial Condition.

7. Subordinated Borrowings

During the year ended December 31, 2018, the Company renewed a cash subordination borrowing
agreement approved by the Financial Industry Regulatory Authority (FINRA) on behalf of
NASDAQ OMX PHLX, Inc., totaling $500,000, from an unaffiliated counterparty at an interest
rate based on the prime rate plus 225 basis points (7.75% at December 31, 2018). No cash
movement resulted from the maturity and related renewal of the subordinated borrowings during
the year ended December 31, 2018. The subordinated borrowings mature on October 31,2019,

The subordinated borrowings, which are subordinated to all claims of general creditors of the
Company, constitutes part of the Company’s net capital under the Securities and Exchange
Commission’s (the SEC’s) Uniform Net Capital Rule (Rule 15¢3-1) and may be repaid only if,
after giving effect to such repayment, the Company continues to meet its minimum net
capital requirements. It is the Company’s intention to renew the subordinated borrowing
agreement on November I, 2019.



Walleye Trading LLC

Notes to Statement of Financial Condition (continued)

8. Derivative Transactions

In the normal course of business, the Company enters into derivative contracts (Derivatives) for
its options and stock market-making and proprietary trading strategies and uses futures to manage
the market and credit risks as part of its overall risk management process. The Derivatives that the
Company may hold include, but are not limited to: equity options, commodity options, credit
options, foreign exchange options, futures options, and futures contracts. Options on futures are
included within the futures categories throughout the notes to the Statement of Financial
Condition. The Company records its derivative trade-related activities at fair value.

The quarterly average number of open purchased option and long futures contracts for the year
ended December 31, 2018, was approximately 3.3 million and 21,000, respectively. The quarterly
average number of open written options and short futures contracts for the year ended December
31, 2018, was approximately 3.1 million and 21,000, respectively.

The following tables are intended to provide additional information about the effect of the
Derivatives on the Statement of Financial Condition of the Company:

Number of Contracts and Notional Amounts

as of December 31,2018
Long Short Long Short
Type Contracts Contracts Notional Notional
Futures 32,333 14,800 $6,834,336,142 $3,191,852,617
Commodity contracts 1,958 14,567 2,370,350 18,330,550
Credit contracts 2,014 1,078 16,794,400 8,848,250
Equity contracts 2,674,478 2,872,918 51,947,302,664 53,957,893,583
Foreign exchange contracts 5,127 3,630 13,377,650 8,702,700
Interest rate contracts 398,244 394,457 95,876,539,863 95,061,723,688



Walleye Trading LLC

Notes to Statement of Financial Condition (continued)

8. Derivative Transactions (continued)

Statement of Financial Condition Location

as of December 31, 2018
Securities Sold,
Securities Payable to Not Yet
Type Owned broker, net Purchased

Futures : $ - §$ 25209270 § -
Commodity contracts 155,956 - 1,093,824
Credit contracts 371,226 - 331,714
Equity contracts 2,231,222,789 - 3,395,510,905
Foreign exchange contracts 99,598 - 32,298
Interest rate contracts 120,685,193 157,051,827

The Company does not offset derivative assets or derivative liabilities on the Statement of
Financial Condition. The Company’s derivative assets and liabilities are not subject to a master
netting agreement.

9, Financial Instruments with Off-Balance Sheet Risk

In the ordinary course of business, the Company’s activities involve the execution, settlement, and
financing of various securities transactions. These activities may expose the Company to credit
and market risks in the event that the counterparty or the Clearing Broker is unable to fulfill their
contractual obligations. Such risks may be increased by volatile trading markets.

The Company also assumes short positions in its trading activities. These transactions result in off-
balance sheet market risk, as the Company’s ultimate obligation to satisfy the short sale may
exceed the amount recognized on the Statement of Financial Condition.

Option contracts provide a counterparty with the right, but not the obligation, to purchase or sella
financial instrument at a predetermined exercise price before, or on an established date. For written
options, the Company receives a premium upon initial settlement and then bears the risk of an
unfavorable change in the price of the financial instrument underlying the option.

All of the Company’s receivables, securities owned, and securities sold, not yet purchased are
maintained at the Clearing Broker. Should the Clearing Broker fail to meet their obligations, the
Company would be exposed to credit risk. All derivatives are exchange-traded, therefore
counterparty risk is mitigated through the function of the clearinghouse.

10



Walleye Trading LLC

Notes to Statement of Financial Condition (continued)

10. Net Capital Requirements

The Company is subject to SEC Rule 15¢3-1. The Company computes its net capital requirements
under the basic method provided for in Rule 15¢3-1, which requires the maintenance of minimum
“net capital” equal to the greater of $1,000,000 or 6 2/3% of “aggregate indebtedness,” as defined
in the Rule.

As of December 31,2018, the Company had net capital of $197,343,198, which was $192,365,235
in excess of the required net capital of $4,977,963.

Advances to affiliates, repayment of subordinated borrowings, dividend payments, and other
equity withdrawals are subject to certain notification and other provisions of Rule 15¢3-1 or other
regulatory requirements.

Under the clearing arrangement with the Clearing Broker, the Company is required to maintain
certain minimum levels of net capital and comply with other financial ratio requirements.
At December 31, 2018, the Company was in compliance with all such requirements.

11, Indemnifications

The Company enters into contracts that contain a variety of indemnifications. The Company’s
maximum exposure under these arrangements is unknown. However, the Company has not had
prior claims or losses pursuant to these contracts and expects the risk of loss to be remote.

The Company and an affiliate have entered into a Cross-Affiliate Master Agreement (the CAMA)
with its Clearing Broker and its affiliate. The CAMA is a common agreement used in prime
brokerage relationships with the primary purpose of reducing margin requirements across multiple
entities. Pursuant to the CAMA, the Clearing Broker determines each of the Company’s and its
affiliate’s margin requirements on the basis of the net aggregate position between the Company
and its affiliate. In the event of a default by either the Company or its affiliate under the CAMA
(or any other agreement with the Clearing Broker), the CAMA provides for cross-default and
close-out netting between the Company and its affiliate. Management has not accrued a contingent
liability related to the CAMA because management believes an event of default that would trigger
a close-out under the CAMA is remote. Management monitors the likelihood of default on an on-
going basis and would make required adjustments to net capital computations and other risk
calculations as deemed necessary.

11



Walleye Trading LLC

Notes to Statement of Financial Condition (continued)

12. Subsequent Events

The Company has evaluated the impact of events or transactions have occurred subsequent to
December 31, 2018, for potential recognition or disclosure and noted there were no items deemed
to impact the Statement of Financial Condition as presented herein.
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