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MANAGEMENT DISCUSSION SECTION
Alexander V. Blostein
Goldman Sachs & Co.

Okay . Wonderful. So nex t I'd like to welcome everyone to conversation with Jeff Sprecher, Founder, Chairman
and CEO of ICE in this order or any other orders, but lots of hats. Jeff, thank y ou again for being with us today .
................................................................................................................................................................................................................................

QUESTION AND ANSWER SECTION
Alexander V. Blostein
Goldman Sachs & Co.

Q

And I thought I'd just kick it off with a bigger picture question. If we look at the share price today versus a y ear
ago, it would seem like not a whole lot hav e changed, the stock is almost back in the same place. But clearly, 2014
was an incredibly busy y ear for y ou guys on multiple fronts. First year, with NY X integration being pulling the run
rate, IPO of Euronex t, multiple things in regulatory front, first moves on capital return, and the list is fairly long.
As we look into 201 5, maybe spend a couple of minutes on what y our key priorities are for the business.
................................................................................................................................................................................................................................

Jeffrey C. Sprecher

Chairman & Chief Executive Offic er

A

Well, first of all thanks for hav ing me here, Alex. And it's nice to be here everybody. First, I would appreciate y ou
recognizing how much work we did in the last y ear. It was amazing, and I am so proud of my colleagues for getting
so much done so efficiently in meeting all the dates and deadlines that we set for ourselves which was not easy,
particularly the spinout of Euronext which we took public in Europe on the ex change, and we announced, I guess
just y esterday that we had completely sold out of the business at a v ery high price relative to our basis. So we are
v ery proud of that.
Going forward, we still hav e a few more things to integrate. I bought a company called SuperDerivatives which is a
v ery interesting quantitative analytical company. We bought a clearing house in Amsterdam, the Holland Clearing
House. We are just getting ready to launch a new ex change and clearing house in Asia. And so we'v e got a lot on
our plate that we'v e already announced. Secondly, we are a growth company, and we really target that we're going
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to hav e double-digit earnings growth for our investors, that's the standard that management here tries to hold
itself to. And so we hav e a lot of business plans internally, levers to pull things to do to really continue our growth
trajectory.
And lastly , the environment that we're operating in, the regulatory environment, particularly, and the
env ironment for our customers is ev olving and changing. So we hav e a lot of plans to stake. We hav e a Plan A,
Plan B and then Plan C, and depending upon how things unfold in a regulatory arena, how we can be best there to
serv e our customers. So we really need for that to play – the regulatory mandates to play out, and then we can
rollout v arious business plans that we hav e in the hopper.
................................................................................................................................................................................................................................

Alexander V. Blostein
Goldman Sachs & Co.

Q

Makes sense. I want to pick up on that last point. Y ou guys have multiple – y ou guy s are unique, I would say, in
the global ex change landscape. You have multiple clearing houses across multiple jurisdictions, and I think that's
obv iously part of y our strategy as y ou see the world evolve. Giv en the fact that the regulatory landscape is still
fairly unev en, spend a little bit of time may be walking us through, how you think y ou will monetize these
inv estments and the benefits of being across all these jurisdictions?
................................................................................................................................................................................................................................

Jeffrey C. Sprecher

A

Chairman & Chief Executive Offic er

We hit the nail on the head. The regulatory environment is fairly uneven. And so what's happene d is that while
global regulators are working together and trying to harmonize the way they regulate the business around the
world, the reality is, each regulator is subject to its own legislature, its own rule making, its own v iews on how the
business should evolve. And they're not identical. And so what we're seeing is our customers, particularly our large
global customers, are hav ing to think about how they organize their businesses going forward because regulators
are taking to a large degree global companies and global products, and they want to regulate them locally, or the
part of the company or the product that they think most affects the local regime. So there is some bifurcation
going on of these markets.
And what we hav e set up to do as y ou'v e me ntioned is we hav e clearing house in Canada, the U.S. or joint
v enturing in the construction of one in the Brazil. We hav e one in the UK. We now hav e one in Continental
Europe, and we hav e one in Asia. So we feel like we're well-positioned to be where our customers may want to
hold their risk. If y ou ask our customers today, they can't ex actly tell y ou where they think they're going to be
because it's changing so quickly and all the rules are not known, but there is a sense that there is going to be
mov ement of business and positions and that's why I positioned the business to be there.
................................................................................................................................................................................................................................

Alexander V. Blostein
Goldman Sachs & Co.

Q

Stay ing under regulatory backdrop for a second, recently there has been more chatter and active dialogue with the
regulators, whether it's the SEC, or it's regulators in Europe, or frankly even some of the politicians talking about
how the clearing house is obv iously very important institutions and how they may require ultimately carrying
more capital and more skin in the game. Y ou've spoken around similar issues in the past, the need to kind of hav e
a more standardized approach, a more standardized liquidity task for v arious clearing houses. May be spend a
minute on what we think that means, how the landscape will shake out, and w here does ICE stand on that issue.
................................................................................................................................................................................................................................

Jeffrey C. Sprecher

Chairman & Chief Executive Offic er

A
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Well, first of all, underly ing that following in our earlier conversation, we believe there is going to be a
dramatically increased movement of business into clearing houses, which is why we'v e been positioning them
around the world. And so as there are increased positions in clearing houses, there's going to be increased capital
in the clearing house to manage those positions. And one of the debates going on righ t now is whose capital or
what is the allocation of v arious people's capital in the clearing house.
And there's no question that the industry has relied on bank balance sheets for many, many y ears. But these banks
were providing their balance sheet to manage risk because they were also trading and making money on their
trading business. And as an accommodation to their customers, they then provided balance sheet to manage that
risk going forward.
As the trading businesses come out of banks through regulat ory reasons and reorganization reasons and as the
spreads narrow, it's going to be more ex pensive for a bank to provide balance sheet even if ev erything was equal.
And then y ou add on top of that Basel capital rules and local capital rules that are going t o make balance sheet
more ex pensive, and y ou're starting to see a pain point in the use of that balance sheet.
So I think that there will be other kinds of capital that are going to make their way into the clearing infrastructure
that are not going to be as reliant on banks, and it's going to create opportunities for third parties that want to put
up capital against risk and earn a return for doing that.
And so I think clearing houses may put up some more capital. I think the capital markets themselves ma y create
v ehicles to put up more capital. And I think the banks and, particularly, banks like y our company and other major
banks that are major actors in this business are talking to us priv ately about new models and new way s that we
can allocate the risk and the capital against those, so that we don't impede the v elocity of trading and the v olume
of trading that goes on in the world and that we can seamlessly lubricate that for the end user.
So I'm ex cited about it. I like the fact that this debate is com ing. I think it's creating opportunities for us. I don't
shy away from it. We're not writing any white papers or things that say we shouldn't be doing. I think the industry
should be embracing the change and working to figure out its long -term capital needs. I think it's a great
opportunity for my shareholders in the long run.
................................................................................................................................................................................................................................

Alexander V. Blostein
Goldman Sachs & Co.

Q

I think it's still fair to say we're pretty early in that process still, but do you think there's a priv ate solution that as
to y our point between v arious banks and all the market participants that could come out ahead of the regulatory
mov e, or do you think it's going to be more simultaneously?
................................................................................................................................................................................................................................

Jeffrey C. Sprecher
Chairman & Chief Executive Offic er

A

I do actually because the Basel rules start to get kind of tough about 2017 or so, so just taking bank balance sheet.
Y ou also had – in my industry, there were some non-bank providers of clearing and risk management services, the
largest being MF Global, which is now gone. And so there's kind of a v oid in non-bank market participants. And so
there's not a ready alternative if banks were to withdraw balance sheet from the market where it would go. So
really some things need to be included, and I don't think the market's going to wait till 2017 . And that's why if y ou
read the press in my industry, you'll start to see lots of kind of headline conversations about this, most of which
are shocking-type conversations. But really what's underneath that, if y ou peel it back, is opportunity for new ways
of doing business to come into our market.
................................................................................................................................................................................................................................
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Q

Makes sense. Dov etailing on, I guess, the regulatory backdrop but bring it a little bit closer to y our core business, I
want to spend the nex t may be 1 0-plus minutes to talk about the energy business. And I really want to start with
this whole dy namic with dealers. Obv iously, exiting some of the phy sical commodity businesses, we'v e seen that
take shape ov er the last year plus, two years.
................................................................................................................................................................................................................................

Jeffrey C. Sprecher

Chairman & Chief Executive Offic er

A

Right.
................................................................................................................................................................................................................................

Alexander V. Blostein
Goldman Sachs & Co.

Q

I think y ou'v e mentioned in the past that that's probably having some impact on the commodities markets, y our
own markets and specifically derivatives v olumes that w e're seeing in y our marketplace. These players are being
replaced by other non-bank participants, and it feels like we're still sort of in that transition. So just curious to get
y our perspective on what inning are we in within that transition? How much do y ou think has actually been a
headwind to v olumes? And do y ou think that will start to get incrementally easier, as it feels like these decisions
are pretty much been made from in most cases?
................................................................................................................................................................................................................................

Jeffrey C. Sprecher
Chairman & Chief Executive Offic er

A

Y eah. So it's an interesting transition that y ou mentioned is going on. There's a group of, I'll call them
[indiscernible] (1 0:43) merchant companies that ex ist in the energy and commodity trading business that many of
which are priv ate. They're not necessarily household names. They 're names that we in the industry knew, but
outside of our business, y ou would have never heard of. Many are non -U.S. players, by the way, located in
Switzerland, and all around the world, and sort of pockets of where there are c ommodities. They're buying these
bank assets. And so the assets themselves are still – the infrastructure is still in the market. And so in that sense
not really changing the environment, but what is changing is banks obviously hav e v ery deep and long -standing
relationships with ultimate end-users. And these merchant companies that don't hav e brand names are really
hav ing to step up and to form these new relationships around the assets that they're acquiring.
It will take them some time to build credibility and just to find the relationships and sustain them, but they're
prov iding the intermediary services that y ou would have traditionally thought of as a bank doing, ov er time I think
they will grow. And I recently met with a CEO of one of these companies w ho I've known for many years. And we
were kind of smiling about how my company was nothing really 1 0 y ears ago and his company was really nothing
1 0 y ears ago, and both of us hav e ridden this change, and he is really, as a merchant and intermediary, becomi ng
v ery well run, v ery professional organization as has mine. So this is not an ov ernight transition, it's been
happening in the background, but being somewhat accelerated and made more public by regulation.
I think the other thing that's going on – so to giv e y ou a direct answer, it's v ery hard, y ou overlay that regulatory
change with just a lot of change going on in the energy market infrastructure. I mean, we'v e seen now just in the
last week or so that OPEC may – there is a question, whether OPEC really is a stabilizing force in the price of oil in
the world? And so I think it's alway s been taken for granted in the last since I was an adult that they would
manage the tail risk, the ex treme risk on either way, but it's not necessarily clear that that's t he case, which means,
in our minds there's going to be more hedging activities that are going to be needed in the market.

5
1-877-FACTSET

www.callstreet.com

Copyright © 2001-2014 FactSet CallStreet, LLC

Intercontinental Exchange, Inc.

(ICE)
Goldman Sachs U.S. Financial Services Conference

Corrected Transcript
10-Dec-2014

Similarly in the natural gas markets in the United States, for ex ample, with shale gas it's a completely different
sort of risk management infrastructure that is needed. Our whole risk management infrastructure in the U.S
assume that natural gas started in Louisiana and then moved through pipelines to the Northeast and Midwest and
ov er towards the Rockies. And that kind of spider of pip elines, is honestly, much of it is running backwards now as
we found gas in Pennsy lvania, and in the Western U.S. And so the hedging tools and the techniques that were used
in the past, hav en't worked in some cases, and the market is sort of still feeling its way through that. So y ou couple
a different intermediary structure with different needs that are needed right now in hedging, and so it's been a
v ery interesting few y ears.
I think ultimately what we hav e seen is, is more products have become standard ized, listed and cleared and listed
on ex changes. We talk about that trend by the way a lot hy pothetically, when is it going to happen in financial
deriv atives, which is what regulators are mandating, but we hav e a class of products, that literally are hun dreds of
products that come out of a barrel of oil. These are all the products that refiners make, and there are hundreds of
them. And if y ou look at that business, it's mov ed out of the telephone by appointment only trading market onto
electronic platforms and into clearing houses listed standardized, and it's really now quite a big and lucrative part
of my company's energy business. There was no regulatory mandate to do that. It didn't happen because people
went to conferences and said we should do it. It 's just been an organic movement of things to get standardized,
listed and cleared in this sort of markets that regulators aren't paying that much attention to. So I do think that
the trend is going to be that in the larger financial markets, notwithstandi ng that regulators are going to try to
make that happen.
................................................................................................................................................................................................................................

Alexander V. Blostein

Q

Goldman Sachs & Co.

Makes sense. So y ou touched on lot of things there. So we'll try to dissect I guess some of them. Oil price, y ou
mentioned that, and obviously the dy namic we'v e seen in the space for the last...
................................................................................................................................................................................................................................

Jeffrey C. Sprecher

Chairman & Chief Executive Offic er

A

By the way , y ou see how my brain works.
................................................................................................................................................................................................................................

Alexander V. Blostein
Goldman Sachs & Co.

Q

Y eah. Well, I'v e been trying to know what ex actly questions I need to cross off and then I realize I actually still
hav e those same questions. So speaking of oil, so obv iously huge move in oil. At the same time, we'v e seen a really
nice ramp-up in y our Brent v olumes, open interest, I think [indiscernible] (1 5:45) again, and v olatility – the
pickup in v olatility certainly helps. I think the question that a lot of inv estors ultimately struggle with is to
understand, what's kind of like the medium term impact of oil at $60 on y our customers? So on y our end -users,
which is still the majority I think of what people that use y our exchange of the same hedging being entire lower, so
may be spend a minute on that.
................................................................................................................................................................................................................................

Jeffrey C. Sprecher

Chairman & Chief Executive Offic er

A

Y eah. I think if y ou look at what the options market in oil is say ing, y ou see the skew, where there are options
written out with oil at $50 and there's options written out with oil at $1 50 a barrel going forward. So the market
has this kind of, this skew of where the future price of oil is going to be, and a lot o f div ergent v iews on it, which
means that there are always two v iews in a trade, one thing is going to go higher, one thing is going to go lower.
And so I see a lot of div ergent views right now. With this backdrop that I mentioned of, maybe we don't hav e a n
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OPEC that's going to somehow modulate that at least in the near -term. So we'v e seen as y ou can imagine the
v olume of hedging activity on our exchange go up. As an ex change, we actually don't care whether prices are
mov ing up or down, it's the fact that we -- that they 're moving, prices are moving at all that remind our customers
that they should maybe hedge or lock in a price, if y ou will, if they hav e a v iew on what it's going to be in the
future. So in that sense, these are good times for us. And when – also just anecdotally, when we hav e
conv ersations with people privately about where do y ou think the price of oil is going to go, we get a different
answer from ev erybody we talk to. So it's really quite interesting times right now.
................................................................................................................................................................................................................................

Alexander V. Blostein
Goldman Sachs & Co.

Q

The debate definitely helps.
................................................................................................................................................................................................................................

Jeffrey C. Sprecher

Chairman & Chief Executive Offic er

A

Y eah. Ex actly.
................................................................................................................................................................................................................................

Alexander V. Blostein
Goldman Sachs & Co.

Q

On the nat gas side, on the U.S. nat gas, I should say , has been a challenged product for y ou guys for the last
couple of y ears given the excess supply and shale boom in the U.S. and lack of v olatility. It feels like some of that is
starting to stabilize, some of that of course is seasonal, but I guess if we just look at the open interest trends in nat
gas, did y ou start to seem like – to sort of stabilize and actually start to grow a little bit? Are we closer to bottom
there? Y ou think we're through the structural kind of headwind and now it's more of about the cyclicality and the
v olatility?
................................................................................................................................................................................................................................

Jeffrey C. Sprecher
Chairman & Chief Executive Offic er

A

Y eah. The biggest structural headwind that I think we're hopefully through is, as I mentioned, this natural gas in
the U.S. is in different places than it used to be historically. And so the market hasn't wanted to create new
benchmarks to use the hedge. It's using the old historical benchmarks. And what we unfortunately saw for our
customers is that when we had real cold spells, natural gas tends to be v olatile in hot and col d temperature. We
had some real cold spells in this country, and some of the hedges that people had on to protect themselves didn't
work because of the change in where the shale oil is and the way the basis trades work in our industry.
We of course said, well, why don't we work with y ou, the industry, to create some new hedging tools? And the
industry really came back and said, we don't want to change. We want to just try to use the tools that ex ist here
and see if we can figure out how ex actly to adapt th em. So we're now seeing an uptick in v olumes again as we start
to mov e into the winter heating season here in the U.S. and it's our hope that the market has – the collective
wisdom of the market has sort of figured out how to hedge this shale gas risk.
Also, the natural gas market in the United States for people that like to write hedges was v ery predictable and that
it really was – it's a supply and demand driven, v ery physical market, and people that had good predictive tools on
both supply and demand co uld v ery accurately predict the price and the futures market really highly correlated
and with ultimately the spot market.
But this new shale has thrown a lot of models in predicting the supply into doubt. And so, again, I think people are
starting to get their arms around how much shale do we hav e, what's the marginal price, where could it trade. And
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all of that is – those issues are being solved with the passage of time and all the work that's going on underneath
that. So we'll see this – knock on wood, we'll get back to more predictable situation here, this cooling and heating
season.
................................................................................................................................................................................................................................

Alexander V. Blostein
Goldman Sachs & Co.

Q

Y eah, makes sense. Stay ing on nat gas but just going across Atlantic, European nat gas has been a v ery big success
for y ou guy s, not a huge contributor to earnings still but growing v ery nicely and I think up 1 00% or something
like that both underlying v olumes over last y ear. Where do y ou see that going and, more importantly, are there
any parallels you think we can draw from the ex perience you had with more established products that y ou
currently have and what could happen with European nat gas?
................................................................................................................................................................................................................................

Jeffrey C. Sprecher

Chairman & Chief Executive Offic er

A

Well, European natural gas market itself is quite interesting because of the politics of Europe. After the Japanese
tsunami, the Germans and others in Europe said we need to move away from nuclear power. And then in Europe,
for those of y ou that spend time there, you know that there really is a mov ement towards climate change a nd
prev enting climate change. It's not a political movement, but it's really – the common citizen really wants its
gov ernment moving towards renewables and non-polluting fuel, so there's been a backing away from coal-based
power.
So y ou'v e got backing away from coal, backing away from nuclear movement towards renewables, natural gas
becomes the cleanest fossil fuel that helps bridge that gap, and so y ou'v e seen an uptick in the demand, if y ou will,
for natural gas. At the same time, the pipelines coming in from Russia are politically unknown, so a v ery
interesting market from a supply and demand and pricing standpoint. As a result of that, again, y ou see people
mov ing into hedging.
The trend that's quite interesting is that in Europe when they passed the EMIR legislation, which is their v ersion
of Dodd-Frank for Americans here, they exempted natural gas and power swaps from having any kind of a
transparency or clearing mandate. But the trend is that those markets are becoming standardized, listed and
cleared. So it's not a regulatory push, it's really just the market maturing those markets v ery quickly, and this
mov ement towards clearing has a highly respected counterparty for the people that are in the business.
And at the same time, if y ou follow business, you'v e got utilities like E.ON and others that are sort of reorganizing.
And ty pically those were the people with the really good balance sheets that were counterparties in this industry.
And as those utilities are sort of changing their behavior, y ou ju st see the market wanting to accept their
counterparty being the clearing house. And that's a trend that happened in the United States, there in the U.S.
energy markets. My company and our biggest competitor both, we launched clearing, and then our competi tor
realized what was going on and quickly launched it as well, and the two of us hav e beat each other up in
competition over the last 1 0 years. But what we'v e really done is we'v e moved the whole energy market almost
globally into standard and cleared trades like two restaurants on opposing corners that were fighting for
customers. We ev entually convinced customers to come to that corner, if they want to eat. And so that same trend
now it seems like is play ing out in Europe.
................................................................................................................................................................................................................................

Alexander V. Blostein
Goldman Sachs & Co.

Q

Makes sense. Switching gears little bit, I want to talk a little bit about y our financial products and the
opportunities y ou see there, again especially on the clearing side. So y ou made a number of steps this y ear with
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both SuperDerivatives acquisition and clearing house to put ICE on the map for interest rate swap clearing once
the mandate kicks in Europe. Talk to us a little bit about the adv antages and the disadvantages that ICE has going
up against the competitors in that space.
................................................................................................................................................................................................................................

Jeffrey C. Sprecher

Chairman & Chief Executive Offic er

A

Well, first of all, I think we'v e really focused on clearing. We started – we were not ev en in the business and we
started in 2007 , but since then we'v e really inv ested a lot. And then so we hav e really great models and I'v e hired a
lot of quants, and we're kind of known for our technology. And at the end of the day , I think we really hav e the
best clearing infrastructure in the world. It's y oung and built for modern times and accessibility . And so now,
we'v e been setting that up, as I mentioned, and y ou pointed out in these v arious jurisdictions. So the first thing we
hav e is, I think we just are good at it and I think we will convince many of y ou in the audience and others that we
deserve y our business, because I think we do a good job.
The second thing is we are looking at the financial markets. And so, we acquired NYSE Euronex t and a big driv er
of that was to get the ex change called Liffe, which is in Europe, which is a European financia l product exchange,
and to be able to bolt those asset classes onto that clearing that you mentioned. But we'v e done some innovative
things too. We bought the LIBOR index and we took ov er the administration of creating LIBOR. So we're at the
heart now of the day -to-day conversations with the industry, particularly the large banks on the interest rate
env ironment, and that's been quite interesting. We announced yesterday we licensed some intellectual property
from a company called Eris.
................................................................................................................................................................................................................................

Alexander V. Blostein
Goldman Sachs & Co.

Q

Ev ery body has got their own way to pronounce.
................................................................................................................................................................................................................................

Jeffrey C. Sprecher
Chairman & Chief Executive Offic er

A

I know, it's really a play on IRS, interest rate swaps. But any way, they had really interesting intellectual property
that we'v e licensed now to use their methodology, to list the products that would appeal to OTC market
participants both in credit and in interest rates. So we're attacking, you try and be innovative in the way we look at
that business in both location technolo gy and product suite. And I think, we feel pretty good about where we'v e
positioned the business ahead of regulatory mandates to actually use the services that we're building.
................................................................................................................................................................................................................................

Alexander V. Blostein
Goldman Sachs & Co.

Q

On the CDS front, so y ou mentioned the recent licensing agreement, I think y ou guys have tried going after
creating the CDS futures business, which didn't quite work for one reason or another. Now, licensing this
agreement and licensing this technology really in a solution, is that – does that solv e the problem essentially and –
because it does feel like there's a need for a liquid standardized CDS product which hasn't really taken shape? And
with less liquidity [indiscernible] (27 :08) from the dealers, something like that could be pretty welcomed.
................................................................................................................................................................................................................................

Jeffrey C. Sprecher

Chairman & Chief Executive Offic er

A

Y eah. It's interesting about the credit markets as for those of y ou that trade bonds, there's been this obviously
uptick in trading ov er the last few y ears of bonds. And then you'v e seen people like BlackRock come out and say,
well, wouldn't it be nice if we could standardize all the bond issuance. And that's really because in my mind, it's a
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credible idea, but difficult to do in the cash market, if y ou will, in the spot market because normally y ou have a
deriv ative product that is standardized and that takes the place of doing, trying to do it in the cash market, in
other words we just talked a lot of trading oil futures, well, the reality, the oil business is tankers going to million
places, coming out of different derricks, and the grades are all slightly different, the refineries have a different
draft where the ship can show up, and this pipeline goes here and not there. So the cash business in oil is ugly , and
so rather than try to trade that market there the market created a derivative, in this case a futures contract.
And I think the same thing needs to happen in credit, although the counter market created the credit default swap
which serv ed its purpose for a while, but it is a complicated product, that's not particularly well liked, a lot of the
models didn't perform well during the financial crisis. And so we believe that there is a market for a credit future,
a standardized credit product that would be, and may be I should say, a series of standardized credit products that
would serv e the needs of hedging credit risk. We try to do a credit default swap, as y ou mentioned Alex, a few
y ears ago. The product wasn't right, the timing wasn't right, we continue to chip away at it. We do think the Eris
product may solve some of that gap, we also hav e been wo rking with the industry on y et another idea.
A lot of this gets complicated by regulation, who would regulate this product, how does it meet the Basel
requirement, what is it mean if it goes on somebody's balance sheet, how does it actually ex pire if y ou hold the
contract in the term. And the details of doing that in credit are pretty complicated. But I do think we hav e more
domain knowledge than anybody in this area we'v e been working on it the longest, and I feel like we'll crack the
nut, and may be we just did y esterday with the Eris license patent that we licensed.
................................................................................................................................................................................................................................

Alexander V. Blostein
Goldman Sachs & Co.

Q

Understood. Switching gears a little bit, you mentioned administration LIBOR is one of y our newly added
responsibilities, but also hopefully a re venue opportunity for the company. But broadly speaking, you guys hav e
done a number of different things in market data recently. Obv iously, maybe this is one angle to it, but multiple
way s to monetize that. But y ou have LIBOR, y ou have is the fix in gold, y ou've got obviously SuperDerivatives.
Help us understand collectively how this assemblage of assets create an opportunity for y ou guys to monetize
market data?
................................................................................................................................................................................................................................

Jeffrey C. Sprecher
Chairman & Chief Executive Offic er

A

Y eah. So a lot of it has just been our mindset. When I started the company with a couple of colleagues, we wanted
to mov e trading from analog to digital on a screen, that was in y ear 2000, and which now seems ancient, it seems
so obv ious now, but that was a big deal then. And then we mov ed into, as I mentioned 2007, we started moving
into clearing, which has really been a big initiativ e.
More recently, what we'v e seen is obviously that many of y ou in the audience know that the movement of money
management against indices and which has been a trend for a number years, but we have all kinds of indices in my
company and all kinds of data in my company. We organized it for trading and then ultimately for clearing. And
we nev er really organized this for just being the provider of indices.
But giv en that trend and giv en the valuations of many of our peer companies in that area, we started to focus on it.
And lo and behold, we went out and we were able to buy the LIBOR index , bought the thing outright for £1, which
is a massiv e, massive index, tens of thousands of people that license that index.
And so it's forced us to really build a business to – we need people to administer tens of thousands of licensing
agreements and tens and thousands of inv oices and all the conversations and ev erything that goes on around that.
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So we're building effectively an index , business and company, and then we're looking at all of the intellectual
property that we hav e around the company of which there's a lot and how we should reorganize that internally so
that to inv estors and customers that one can see everything that we hav e in the store front.
And I do think – I think it's a real opportunity. It's kind of a third leg to the stool of trading, clearing and data. And
so, as y ou mentioned, I did buy this company, Sup erDerivatives, which has deeply quantitative skills in analy zing
data but also then a screen that disseminates data, and so it giv es us a front end that we can take our product to
our customers with. So it's a big opportunity for us, no question, and it's one we're focused on.
................................................................................................................................................................................................................................

Alexander V. Blostein

Q

Goldman Sachs & Co.

Great. Well, may be one more question from me and I'll turn it ov er to the audience. So things that we'v e heard
from y ou today and, frankly, the message we'v e heard from y ou for the last c ouple of y ears has been growth
around clearing and derivatives and market data. And then, of course, you guys do own NY SE legacy cash equities
business, running options business. Help us understand maybe how does that business fit into a strategic v ision
for ICE ov er the next few y ears, and under what conditions you would be willing to part with that business?
................................................................................................................................................................................................................................

Jeffrey C. Sprecher

A

Chairman & Chief Executive Offic er

First of all, y ou call that a legacy business. We think it's a y oung exciting thing. Tom Farley, who's a long-term
colleague of mine, we'v e put now in charge of it and he's a y oung energetic guy. And so we're putting a new face on
that company, for sure.
Look, at the end of the day , what we promise our inv estors is that we're a growth company . And when we say
growth, we mean growth in earnings. And we really believe we can grow earnings out of the New Y ork Stock
Ex change. We hav e done it already by cutting costs, streamlining the business, reorganizing it, revisiting pricing.
And right now we're making a huge inv estment, a huge amount of energy, at least, into the inv estment of all new
technology to replace all the legacy systems inside the NY SE that will make it ev en easier and simpler and cheaper
to operate better I think ex perience for our e nd users.
So, I like the company. I think it actually may be the fastest earnings growth business of ev erything that we
operate. And partly because it is – started in 1 7 92 and it has v estiges of bad habits from years past that a new
owner like us is able to go in and rev isit decisions and take a fresh look at it.
But I don't know, we also hav e a fabulous – part of that is a fabulous listings franchise. It's where I chose to list
this company ICE when we went public. I think I'm a good spokesperson for the v alue of listing on the NY SE. And
we hav e really been knocking the cover off the ball in the world of listings that we – not only our U.S. competition
but globally from – we were competing with Hong Kong and London and Brazil, and we are really getting th e
global capital raising coming back to the U.S. to the New Y ork Stock Ex change, all of which is a fee -pay ing
business and a v irtuous business for us and is contributing to the bottom line.
So how long will I own a business? I mean, I'm not wedded to any business that we hav e. I'm wedded to providing
earnings growth for our shareholders and v alue-added for our customers. And when we don't do that any more, we
will spin things off. As y ou probably know, I mentioned I spun NY SE, Euronext business out, which i s the French,
Dutch, Portuguese and Belgian stock exchange. It's not like we don't know how to run ex changes; we do. I just felt
that we weren't going to be able to add much growth in either cost -cutting or top-line revenue growth to those
businesses, and it would be better owned by others. And so, we're not afraid to exit businesses where we think
we'v e performed our magic and should move on. But for now, that is a really great EPS growth company.
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Alexander V. Blostein

Q

Goldman Sachs & Co.

Makes perfect sense. Great. Maybe a question from the group.
................................................................................................................................................................................................................................

Q
So, Jeff, stay ing on the growth topic, I'm just curious, if we don't go back to what I would describe as kind of the
hy per growth in financial services generally that we had prior to 2008, when you look at the organic opportunity
for y ourself v ersus the potential M&A opportunities. I'm just curious if there's a way that we should think about
how y ou achieve your growth targets, i.e. what percentage of that might be organic versus M&A, and may be as
part of M&A y ou can just further elaborate, I assume that New Y ork Stock Ex change ex perience has been a
reasonably good one in terms of it meeting y our expectations, et cetera.
................................................................................................................................................................................................................................

Jeffrey C. Sprecher

A

Chairman & Chief Executive Offic er

Y eah. So first of all, I'm the founder of the company as Alex mentioned and started it with a handful of people, and
we're all still together, and we like running small entrepreneurial, really dynamic companies. And so we don't
want to be big. So we'v e nev er bought anything becaus e we want to be big. In fact we'v e done, as I mentioned, just
the opposite shed businesses because we don't want to be big. So the only way we think about M&A is, is there
some place that we need to get that we could accelerate by buying somebody, or is th ere some way that we could
hav e a higher return on inv estment by buying a business that's either troubled or poorly positioned or is going
through a transition where we think we hav e the skills or tools or distribution to fix it.
And so those opportunities come along, they tend to be opportunistic and timing driven. But otherwise what we
think about is where can we stick our capital that will giv e the highest return. So we publish a return on inv ested
capital metric every quarter to our investors, we hav e it internally, we giv e it to our board, and we driv e all of our
decisions through that metric, which is not something done in my industry honestly because a lot of my
competitors have wanted to have scale even though at shareholder cost. But I don't, I'm j ust the opposite, I don't
want to hav e scale, I really want to hav e high returns. And so we buy our own shares back, we hav e been doing
that lately , aggressively because we ran our own stock through our ROI models, and say , this is a good buy right
now.
And so that's kind of how we think about it. Ev ery day we balance, where is the highest return of capital. And we're
in a fortunate environment where we're generating a lot of cash. So we hav e the lux ury of v isiting that decision
ev ery day. And I would also tell you that with, I ticked off the geographies that we're in now, so we really have
scale in terms of global distribution when y ou think of all the areas that we are in. So I don't necessarily need to
buy distribution any more.
................................................................................................................................................................................................................................

Alexander V. Blostein
Goldman Sachs & Co.

Great. Well, I think we are right about out of time. Thank y ou everybody.
................................................................................................................................................................................................................................

Jeffrey C. Sprecher

Chairman & Chief Executive Officer

Great. Thank y ou all.
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