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We will amend and complete the information in giespectus. We may not sell these securities tin#titegistration statement filed with the
Securities and Exchange Commission is effectivés fptospectus is not an offer to sell these sdeariand we are not soliciting offers to buy
these securities, in any state where the offealaris not permitted or legal.

PRELIMINARY PROSPECTUS Subject to Completion, datedSeptember 21, 1999

SHARES

[LOGO] eSpeed, Inc.
CLASS A COMMON STOCK

We operate interactive electronic marketplacesgthesi to enable market participants to trade firednestruments and other products more
effectively and at a lower cost than traditionalling environments. We are issuing and sellingfaie shares to be sold in this initial public
offering.

No public market currently exists for our Class@runon stock. We estimate that the initial publifedhg price per share will be betwee
and $ . We will apply to have our Class A commartktapproved for quotation on the Nasdaq Nationatkdt under the symbol "ESPD".
See "Underwriting" for a discussion of the factarde considered in determining the initial puldftering price.

INVESTING IN OUR CLASS A COMMON STOCK INVOLVES RIS8. SEE "RISK FACTORS" BEGINNING ON PAGE 7 TO READ
ABOUT CERTAIN RISKS YOU SHOULD CONSIDER BEFORE BUNIG SHARES OF OUR CLASS A COMMON STOCK.

NEITHER THE SECURITIES AND EXCHANGE COMMISSION NORNY STATE SECURITIES COMMISSION HAS APPROVED C
DISAPPROVED OF THESE SECURITIES OR DETERMINED IF [BHHPROSPECTUS IS TRUTHFUL OR COMPLETE. ANY
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENS

PER SHARE TOTAL

Public offering priCe.....c.ccocvvvevvcvceeecc e $ $
Underwriting discounts and COMmMISSIONS.............. e $ $
Proceeds, before expenses, to US.......ccceeeeeeeee. e $ $

We have granted the underwriters a 30-day optigrutochase up to an additional shares of Class Avoamstock from us to cover over-
allotments at the initial public offering price sethe underwriting discounts and commissions.

The underwriters expect to deliver the shares af€A common stock in New York, New York on, 1999.
WARBURG DILLON READ LLC

THOMAS WEISEL PARTNERS LLC



eSPEED (Service Mark) and INTERACTIVE MATCHING (S&e Mark) are service marks of eSpeed. The otheice marks mentioned
this prospectus, including CANTOR EXCHANGE (Servidark) and CX (Service Mark), are the propertylofd parties.

FORWARD-LOOKING STATEMENTS

This prospectus contains forward-looking statem#rasinvolve risks and uncertainties. Discussiomstaining such forward-looking
statements are found in the material set forth utf@@spectus Summary," "Risk Factors," "Manageraddiscussion and Analysis of
Financial Condition and Results of Operations" #asiness," as well as in this prospectus generdiiyen used in this prospectus, the wi
"anticipate,” "believe," "expect," "estimate" arichBar expressions are generally intended to idgtirward-looking statements. Our actual
results could differ materially from those antidigdin the forward-looking statements as a redutedain factors, including the risks
described in "Risk Factors" and elsewhere in thispectus.



PROSPECTUS SUMMARY

This summary highlights some information from tpisspectus. It may not contain all of the inforroatthat is important to you. To
understand this offering fully, you should readetally the entire prospectus, including the risktéas and the financial statements. In this
prospectus, references to (1) "we", "us", "our" &e8peed" refer to eSpeed, Inc. and its wholly-aivsgbsidiaries and (2) "Cantor" refer to
Cantor Fitzgerald, L.P., a Delaware limited parsh@y, and its subsidiaries other than eSpeedalmt its subsidiaries. Prior to this offering,
eSpeed operated exclusively as a division of Caoncurrent with this offering, Cantor will coritite to us substantially all of our assets,
including the proprietary software, network distitilon systems, technologies and related contracigials necessary to operate our electronic
marketplaces. Unless otherwise indicated, the im&tion in this prospectus assumes that this cariob of assets has taken place and the

have conducted our operations since March 10, 1999.
OVERVIEW OF OUR BUSINESS

We operate interactive electronic marketplacesgmesi to enable market participants to trade séesiid@nd other products in real-time, more
effectively and at lower cost than traditional fredenvironments. Our current marketplaces are bgdthancial institutions and wholesale
market participants to trade in a wide range obgldixed income securities, futures, options atigepfinancial instruments, including
government securities denominated in U.S. dolBusps, Yen, British Pound Sterling, Canadian delkmd currencies of emerging market
countries, as well as securities of U.S. agenamesicipal securities, Eurobonds, corporate bondscther global fixed income securities and
U.S. Treasury futures. We operate the largest gklbatronic marketplace for U.S. Treasury seasiaind leading global electronic
marketplaces for the other fixed income securgied financial instruments which have been convedeaalir eSPEED (Service Mark)
electronic trading platform. Our current marketgisprocess financial instrument transactions of $¢80 billion per day, of which
approximately $6 billion are wholly-electronic ordaot involving any person as an intermediary. uenues are driven by trading activity
and volumes in our marketplaces.

We believe we operate the only electronic markegsaused for trading in multiple securities anaficial and non-financial instruments on a
global basis. We also operate a U.S. Treasurydatarchange marketplace that is known as CANTORHEXXIGE (Service Mark). It is the
first fully electronic futures exchange for thedirag of U.S. Treasury futures and will serve asmatform for the electronic trading of a brt
range of futures contracts globally. Over 500 tositns worldwide participate in our marketpladesjuding the 25 largest bond trading firi

in the world, as identified by Euromoney MagaziM@st of these institutions use our proprietary eordisplays and/or trading platforms,
which allow us to deliver information and executnsactions in real-time through their securityeifralls”. We have devoted significant
resources to developing client arrangements, piyigdoint-to-point lines, constructing hubs andatirey software protocols to establish
connectivity through these "firewalls" in ordergecurely deliver data and execute transactionsuoclients.

Our interactive electronic marketplaces are powésedur eSPEED (Service Mark) system, which emptmysprivate electronic real-time
network and proprietary transaction processingast. Our system supports execution of tradesriatigrby Cantor and enables fully
electronic trading by our clients. We believe thesmponents form one of the most robust tradintesys in the world. The network is
distributed and redundant and permits market ppatits to view information and execute tradesfiraetion of a second from locations
around the world. Our trades are processed usiigMACTIVE MATCHING (Service Mark), our proprietaryjles-based trading method
that interactively executes the orders of multiplerket participants. For example, some of the reieployed in INTERACTIVE
MATCHING (Service Mark) provide participants thaedirst to make a bid or offer, and first to aottbe bid or offer, with priority in the
auction process. INTERACTIVE MATCHING (Service Mamncourages trading by giving the successful agiarticipant in a transaction a
time-based right of first refusal on the next gaue¢hase. Because of its unique trading rules, elieve that INTERACTIVE MATCHING
(Service Mark) is attractive to both large and $mmalrket participants, and represents a competédiantage over other existing electronic
trading systems.

Concurrent with this offering, Cantor is contrimgito us the proprietary software, network distiitiu systems and technologies that we refer
to as our eSPEED (Service Mark) system. We willkatorprovide multiple electronic markets for tract$ans in securities, other financial
instruments and other financial and non-financiadpicts. Cantor will continue to provide telephoadcess for those clients who want it and,
where



applicable, Cantor or a third party will providealing and other transaction support servicesagtess in which we participate. Cantor
currently operates the largest wholesale marketdiaicU.S. Treasury securities and leading markegs for many other fixed income
securities and financial instruments. Cantor alserates other non-financial markets, such as eneagymodities and acid rain emissions.
We have converted 11 of the largest Cantor mar&egsl, including U.S. and European government g@syrio our electronic trading
platform. We intend to convert all of Cantor's rémrag marketplaces to our electronic trading platfdoy the end of 2000.

Cantor has been a leading global broker-dealexeélfincome securities over the past 25 years.dagveloped the world's first screen-
based brokerage market in U.S. government seauiiti®@972. Today, Cantor executes in excess oti#iB6n in transaction volume annually
and is a major facilitator of liquidity in numerofisancial products through its offices in the WnitStates, Canada, Europe, Asia and Africa.
We believe our relationship with Cantor is a sigpaift competitive advantage. Our eSPEED (Servic&kMaystem provides the only way to
electronically access Cantor's marketplaces. Caesgly, we believe that clients will be strongly tiwated to use our interactive electronic
marketplaces.

Our objective is to be the leading provider of iatgive electronic marketplaces worldwide. Ourtsigg to achieve this objective includes (1)
focusing exclusively on developing and operatirtgriactive electronic marketplaces; (2) expandirgrthmber of financial and non-financial
products in our electronic marketplaces; (3) migmatlients to fully electronic trading; (4) levgiag existing eSPEED (Service Mark) sys
connectivity to deploy new products and servicBsr(eating retail access to wholesale marketpléarefixed income securities and other
financial products; (6) pursuing acquisitions atrdtegic alliances; and (7) leveraging our eSPE&Er{ice Mark) system for use in other
business-to-business and consumer markets.

OUR INDUSTRY

Traditional Trading Methods for Financial Marketps. In both the fixed income and futures markedsling practices historically have
centered on a method of trading known as "openrgUtahere all trading activity is focused on a tahphysical location, or pit. This meth
of trading can create significant value for the keaparticipants in the pit, who often have act¢edsetter and more timely market informat
than other market participants. All other markatipgants have to access the market through #igral location. Additionally, in order to
access the pit, individuals and institutional tradmust send their orders through several layemsidfilemen, who assist in handling such
orders. This process is inefficient. In today'silgaegulated open outcry U.S. futures markets efcample, an order can be routed through
multiple people during its execution, adding sigint costs to the transaction. Virtually all Uf@&ures exchanges are controlled by their
members and floor traders. Professional brokeredgatraders, institutional traders and individualgrently must trade with these floor
members, who are the market makers. These faasudt in higher direct and indirect costs of trasecution.

Limitation of Traditional Trading Methods. Whileattitional financial markets facilitate large volutnading, they have significant
shortcomings. Direct access is substantially lichdad, therefore, many investors may not receiffeieft pricing. Transaction costs are
relatively high due to the number of people invdinre an open outcry system. Execution can be sRvagram trading is difficult to
implement because of the current manual naturkesfet markets, especially programs designed to atittatly and simultaneously execute
multiple trades in different, but related, finang@eoducts. Significant expense is also incurregdrivcessing, confirming and clearing paper-
based trades. Additionally, institutions incur sigant expense implementing compliance progransghed to monitor and manage the
exposure of individual professionals, as well a&sehtire enterprise. Because trading is paperieglaghone-based, these compliance
programs are expensive to manage, produce delaf@thiation and can be circumvented. Thereforeitingins bear increased risk. Finally,
all of these impediments to trading limit volumeddiguidity. Typically, one would expect the volurn&a market to increase as the direct
indirect costs of participating in the market dese

OUR ELECTRONIC MARKETPLACE SOLUTION

We operate a private electronic real-time networkwiholesale financial markets through which we@renected to most of the largest
financial institutions worldwide. We have installedthe offices of our existing client base, comsjpry more than 500 leading dealers, banks
and other financial institutions, the



technology infrastructure necessary to provideepinéormation and trade execution on a real-tim&dm a broad range of securities and
financial instruments. We believe our eSPEED (Sertlark) system enables us to introduce and digeih broad mix of products and
services more quickly, cost effectively and seasijethan competitors. Our clients include those whde on our system on a fully electrc
basis and those who access our system through iGamtokers.

Our eSPEED (Service Mark) system (1) has a flexdlelsign which allows us to quickly and easily ada/iinancial instruments and trading
models; (2) uses a highly redundant network digtiiim system, which we believe is one of the mobust systems in operation, and which
enables us to provide access to a broad mix ofratgueal-time market data and fast and highlpibéd trade execution; (3) is designed to
minimize the need for human intermediaries in thdihg process by providing clients with multipletimods of accessing our marketplaces
and executing trades directly; and (4) uses INTERIME MATCHING (Service Mark), our proprietary, ridebased trading method that
interactively executes buy and sell orders of mldtmarket participants. These system featureslenatio operate the only integrated trac
network engaged in electronic trading in multipiegucts and marketplaces on a global basis.

The benefits of our eSPEED (Service Mark) systertugte the following:

Real-time Price Dissemination and Execution. OWRESD (Service Mark) system provides clients with aiility to access pricing and other
information and execute trades instantaneouslgpassed to traditional trading methods which previkss timely information and less
efficient trade execution.

Lower Transaction Costs. Our eSPEED (Service Msyk)em streamlines the entire trading processitnirelting the significant layers of
manual intervention which currently exist at bdik front-end of the process, including order entrgfching and postings functions, as well
as at the middle and back-end of the process @siear settlement, tracking and reporting functioregulting in significantly lower
transaction costs for our clients.

Multiple Product Program Trading. Our eSPEED (SmrWlark) system provides our clients with the &ptio execute sophisticated and
complex transactions and trading strategies, inietuthe trading of multiple products across mudiplarkets simultaneously.

Greater Accuracy. Our eSPEED (Service Mark) systeudes verification mechanisms at various starfeke execution process, which
result in significantly reduced manual interventidacreased probability of erroneous trades ane mocurate execution for clients.

Integrated Compliance and Credit Risk Functions. €BPEED (Service Mark) system includes a compEtemange of compliance and
credit risk management components which perfornersderitical functions, including:

(1) continuously monitoring trading activity to emes that clients are staying within credit limi®) automatically preventing further trades
once credit limits have been exceeded; and (3uatialy and calculating positions and risk exposwress various products and credit limits.
These risk, credit and compliance tools are higblghisticated and can be customized for our clientsintegrated into their information
technology platforms.

Highly Efficient Pricing on llliquid Securities. @WMultiple Order Link Engine (MOLE) system enablesto provide prices for illiquid
financial products through multiple trades in othelated financial instruments. These multi-varatshdes are extremely difficult to execute
in traditional markets due to their complexity ahd slow speed of manual execution.

Ability to Automate Back-Office Functions. Our eSPE (Service Mark) system automates previously paged telephone-based transaction
processing, confirmation and clearing functiongssantially improving and reducing the cost of mliback-offices, and enabling straight-
through processing.

Improved Access for Retail Investors. Our eSPEE&N(Be Mark) system enables online and traditioatdil brokers to provide clients with
real-time access to previously unavailable whokessdrketplaces for fixed income securities, futuoggions and other financial instruments.
We believe that this will increase retail interesthe trading of these financial products andHertenhance the overall liquidity and efficiel
of the market.



THE FORMATION TRANSACTIONS

Concurrent with this offering, Cantor is contrimgito us, and we are acquiring from Cantor, sulisi&nall of our assets. These assets
primarily consist of proprietary software, netwdaliktribution systems, technologies and relatedraghtal rights necessary to operate our
eSPEED (Service Mark) system. In exchange for thesets, we are issuing to Cantor shares of oss@aommon stock representing
approximately % of the voting power of our outstagdcapital stock after this offering and payingn@a $50.0 million in cash. Cantor will
retain its present and future equity business, momarket instruments business and any other businaghich Cantor acts as a dealer an
will not share in any revenues generated by thasmbsses, other than service fees we may becatitiecto receive in connection with
hardware maintainence and other support servicanayeprovide to Cantor.

Cantor has been developing systems to promote éilgistronic marketplaces since the early 1990staC@onceived of and has invested
than $200 million in information technology, whichiminated in the development of our eSPEED (SerMark) system. Since January
1996, Cantor has used the eSPEED (Service Markgmayisternally to conduct electronic trading. Infgla 1999, the first fully electronic
transaction using the eSPEED (Service Mark) systasiexecuted by a client.

Cantor has previously entered into contractual@gents or other arrangements with many of theqgiaatits that trade in our electronic
marketplaces. These agreements and arrangemenideptioe general terms and conditions, includiraséhrelating to warranties and
allocations of liability, under which those partiants may electronically execute trades in our etptkces. We either have or will have upon
the closing of this offering the rights and obligas under these agreements and arrangementsya®ldite to operating the eSPEED (Service
Mark) system. We are in the process of registeaimg broker-dealer with the National Associatio®seturities Dealers, Inc. and the
regulatory authorities of various states. We atgerid to obtain any foreign regulatory approvatsofar foreign subsidiaries that are neces

or advisable. As we receive the regulatory appaal licenses necessary to operate our electraricetplaces globally and increase client
awareness of our electronic marketplaces, we intemdter directly into additional tri-party agreemhs and other arrangements with clients
and Cantor. We assist all market participantspidiclg Cantor, in participating in the electronicrketplaces that are created and supporte
our eSPEED (Service Mark) system. We share witht@anportion of the transaction-based revenues Ipaimarket participants for
transactions effected through our electronic matkees. Cantor and many of the largest financititutions in the world are currently our
primary clients.

We have entered into a number of agreements wittto€ander which we and Cantor agree to provideoongservices to each other and
which generally set forth other terms of our raaship with Cantor. See "Relationship with Cantor."

OUR CORPORATE INFORMATION

We are a Delaware corporation. Our executive défeee located at One World Trade Center, 103rdrFibew York, New York 10048. Our
telephone number is (212) 938-3773. Our Web sikdtps//www.espeed.com and our e-mail addressfig@respeed.com. The information on
our Web site is not a part of this prospectus.
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(1) Excludes shares of common stock reserved $oiaisce upon exercise of options granted undertock sption plan in connection with

this offering.

(2) Unless otherwise indicated, all informatiorthiis prospectus assumes that the underwriters-aligment option will not be exercised.
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SUMMARY CONSOLIDATED FINANCIAL DATA

FOR THE PERIOD FROM MARCH 10, 1999
(DATE OF COMMENCEMENT OF OPERATIONS)
TO JUNE 25, 1999

STATEMENT OF OPERATIONS DATA:

Total FEVENUES....cvveeeiiieiieeie e $ 12,517,606
Total eXPeNSesS.....ccocevvvviieieiiiiieeeeieeeee 16,204,905
Loss before benefit for income taxes................ ... (3,687,299)
Netl0SS .o (3,595,076)

PRO FORMA DATA: (1)
Pro forma basic and diluted net loss per share..... ...
Pro forma shares outstanding.........cccccoeveeeee. L

JUNE 25, 1999

ACTUAL AS ADJUSTED (2)

STATEMENT OF FINANCIAL CONDITION DATA:
......... $ 25,000

(1) Reflects the determination of shares outstandimd loss per share data after giving effect joc@aversion of currently outstanding shares
of common stock to the equivalent number of shafédlass B common stock to be issued to Cantor(Bhthe number of shares of Class A
common stock that would have to be sold at théiriublic offering price per share to pay Cant60$ million for its initial contribution of

net assets to us as discussed in "Relationship@dtitor--The Formation Transactions."

(2) Reflects (A) the consummation of the formatitansactions as discussed in "Relationship witht@aThe Formation Transactions" as if
those events had taken place at the beginningegiehiod and (B) the sale of the shares of ClaserAmon stock offered hereby, at an
assumed public offering price of $ per share afegtucting the estimated offering expenses and wmidierg discounts and commissions, and
the receipt and application of the net proceedefrem as described under "Use of Proceeds."
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RISK FACTORS

The purchase of our Class A common stock involuestantial investment risks. You should carefuttpsider the following risk factors,
together with the other information in this prosjese before purchasing our Class A common stock.

RISKS RELATED TO OUR BUSINESS

WE ARE A RECENTLY FORMED COMPANY; WE HAVE A LIMITED  OPERATING HISTORY UPON WHICH YOU MAY
EVALUATE US, AND WE EXPECT TO INCUR FUTURE LOSSES.

We are a recently formed company. We have haddihiiperations to date and, as a result, we hawgtad operating history upon which to
evaluate the merits of investing in our Class A own stock. As an early stage company, we are sugjeisks, expenses and difficulties
associated with implementing our business planatanot typically encountered by more mature corigsa In particular, our prospects are
subject to risks, expenses and uncertainties etemdby companies in the new and rapidly evolviragket for electronic commerce
products and services. These risks include owrfaibr inability to:

o provide services to our customers that are reliabd cost-effective;

o expand our sales structure and marketing programs

o0 increase awareness of our brand or market posipand

o respond to technological developments or sewfifsgings by competitors.

If we are not successful in implementing our businglan, our business or future financial condibowperating results could suffer. In
addition, we expect to incur losses for the forapéefuture in connection with the implementatiéroor business plan.

OUR BUSINESS MAY BE ADVERSELY AFFECTED IF WE DO NOEXPAND THE USE OF OUR ELECTRONIC SYSTEMS OR IF
OUR CLIENTS DO NOT UTILIZE OUR MARKETPLACES OR SER¥ES.

The use of electronic marketplaces is relatively.riehe success of our business plan depends, ingmaour ability to maintain and expand
the network of brokers, dealers, banks and otinantial institutions which will utilize our interthee electronic marketplaces. We cannot
assure you that we will be able to continue to edpaur marketplaces, or that we will be able tairethe current participants in our
marketplaces. Failure to expand our marketplacestain current participants in our marketplacey adversely affect our ability to realize
our strategic and financial objectives.

The success of our business plan also dependartinop our ability to enter into agreements withlioe and traditional brokerage firms
under which their retail customers may use ourtedae trading services to trade in the markets nodlucts we offer.

None of our agreements with wholesale market ppéetits require them to use our electronic markegsdaClient failure to use our servit
or marketplaces would materially adversely affagtability to realize our strategic and financijextives.

MARKETING AND STRATEGIC ALLIANCES MAY NOT GENERATEINCREASED TRADING IN OUR ELECTRONIC
MARKETPLACES OR INCREASE THE NUMBER OF FULLY ELECTBNIC CLIENTS AND MAY BE TERMINATED.

We expect to enter into strategic alliances witheoimarket participants, such as retail brokershamges, market makers, clearinghouses anc
technology companies, in order to increase clieoéss to and use of our electronic marketplacescfirot assure you that we will be abl
enter into these strategic alliances on termsatefavorable to us, or at all. The success ofthelstionships will depend on the amount of
increased trading in our electronic marketplacethbyclients of these strategic alliance partners.
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These arrangements may not generate the expeatdzenof new clients or increased trading volumeaneseeking.

SIGNIFICANT MARKETING EXPENSES MAY BE REQUIRED TO E STABLISH UNDERSTANDING OF OUR ELECTRONIC
MARKETPLACES AND OUR BRAND.

To successfully execute our business plan, we buikt awareness and understanding of our electrmaidketplace services, brand and the
adaptability of our electronic marketplaces for ffimancial products. In order to build this awareseour marketing efforts must succeed and
we must provide high-quality services. These effarill require us to incur significant expenses. ¥danot assure you that our marketing
efforts will be successful, and a failure of ourrkeding efforts could have a material adverse ¢ff@cour business, financial condition and
operating results.

COMPUTER AND COMMUNICATIONS SYSTEMS FAILURES AND CA PACITY CONSTRAINTS COULD HARM OUR
REPUTATION AND OUR BUSINESS.

We internally support and maintain many of our catep systems and networks. Our failure to monitanaintain these systems and
networks or, if necessary, to find a replacementHis technology in a timely and cost-effectivermar, would have a material adverse effect
on our reputation, business, financial conditiod aperating results.

We rely and expect to rely on third parties forizas computer and communications systems, suakigghone companies, online service
providers, data processors, clearance organizatiotisoftware and hardware vendors. Our systerti®ee of our third party providers may
fail or operate slowly, causing one or more offihllowing:

0 unanticipated disruptions in service to our dken

o slower response times;

o delays in our clients' trade execution;

o failed settlement by clients to whom we providevges to facilitate settlement operations;
o decreased client service satisfaction;

o incomplete or inaccurate accounting, recordingrocessing of trades;

o financial losses;

o litigation or other client claims; and

o regulatory sanctions.

We cannot assure you that we will not experienctesys failures from power or telecommunicationkifaj acts of God or war, human error,
natural disasters, fire, power loss, sabotage, atenpiruses, intentional acts of vandalism andlainevents. Any system failure that causes
an interruption in service or decreases the respemass of our service, including failures causgdltent error or misuse of our systems,
could impair our reputation, damage our brand nantthave a material adverse effect on our busifiaascial condition and operating
results.

WE MAY NOT EFFECTIVELY MANAGE OUR GROWTH.

In order to execute our business plan, we must gignificantly. This growth will place significastrain on our personnel, management
systems and resources. We expect that the numloerr @mployees, including technical and managereset-employees, will continue to
increase for the foreseeable future. We must coetio improve our operational and financial systams managerial controls and
procedures, and we will need to continue to expaath and manage our technical workforce. We nalsgi maintain close coordination
among our technical, compliance, accounting, fieagred marketing and sales organizations. We cassotre you that we will manage our
growth effectively, and failure to do so could havmaterial adverse effect on our business, fimdeandition and operating results.
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WE MAY NOT BE ABLE TO KEEP UP WITH RAPID TECHNOLOGI CAL CHANGES.

To remain competitive, we must continue to enhamzkimprove the responsiveness, functionality, ssibdity and features of our
proprietary software, network distribution systeansl technologies. The financial services and e-ceroeindustries are characterized by
rapid technological change, changes in use andtekguirements and preferences, frequent produtsarvice introductions embodying n
technologies and the emergence of new industrylatds and practices that could render our exigiingrietary technology and systems
obsolete. Our success will depend, in part, orability to:

o develop and license leading technologies usefalr business;

0 enhance our existing services;

o develop new services and technology that addhesisicreasingly sophisticated and varied neeasipexisting and prospective clients; and
o respond to technological advances and emergihgsiry standards and practices on a cost-effeatidetimely basis.

The development of a Web site and other proprid&alinology entails significant technical, finah@ad business risks. Further, the adog
of new Internet, networking or telecommunicatiomshinologies may require us to devote substansalurees to modify and adapt our
services. We cannot assure you that we will sufelsgmplement new technologies or adapt our preairy technology and transaction-
processing systems to client requirements or emgiligdustry standards. We cannot assure you thatillvee able to respond in a timely
manner to changing market conditions or client nespients, and a failure to respond could have @nahiadverse effect on our business,
financial condition and operating results.

WE DEPEND ON MEMBERS OF MANAGEMENT AND EMPLOYEES WH O POSSESS SPECIALIZED MARKET
KNOWLEDGE AND TECHNOLOGY SKILLS.

Our future success depends, in significant parthercontinued service of Howard Lutnick, our Chrein and Chief Executive Officer,
Frederick Varacchi, our President and Chief Opega®fficer, and our other executive officers anchagers and sales and technical
personnel who possess extensive financial marketwledge and technology skills. We cannot assutetlyat we would be able to find an
appropriate replacement for Mr. Lutnick or Mr. Veehi if the need should arise, and any loss orrapion of Mr. Lutnick's or Mr.

Varacchi's services could have a material advdfeet®n our business, financial condition and agieg results. We have not entered into
employment agreements with and we do not have fflieegon" life insurance policies on any of our @ficor other personnel. All of the
members of our management team are also officarsgys or key employees of Cantor. As a resudly ttedicate only a portion of their
professional efforts to our business and operatidfescannot assure you that the time these pedsartte to our business and operations in
the future will be adequate and that we will ngbeence an adverse effect on our business, finhoohdition and operating results due to
the demands placed on our management team byotheir professional obligations. We intend to sttiv@rovide high quality services that
will allow us to establish and maintain long-terafationships with our clients. Our ability to dowdl depend, in large part, upon the
individual employees who represent us in our dealinith clients. The market for qualified programmmeéechnicians and sales persons is
extremely competitive and has grown more so inmeperiods as electronic commerce has experienmautly. We cannot assure you that we
will be successful in our efforts to recruit antaie the required personnel, and our failure tedaould have a material adverse effect on our
business, financial condition and operating results

WE MAY NOT BE ABLE TO PROTECT OUR INTELLECTUAL PROP ERTY RIGHTS, WHICH MAY CAUSE US TO INCUR
SIGNIFICANT COSTS.

Our business is dependent on proprietary technaoglyother intellectual property rights. We license patented and/or proprietary
technology from Cantor. The license arrangemeexdusive, except in the event that we do not $eek are unable to provide to Cantor i
requested services covered by the patent and Caletts not to require us to do so. We expectlyopémarily on patent, copyright, trade
secret and trademark laws to protect our propsigerhnology and business methods. Our license@atitor includes four issued
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United States patents as well as rights under diicreasd foreign patent applications, including fgreapplications currently filed by Cantor.
We cannot guarantee that these concepts and tedie®hlre patentable. Where patents are granthe id.S., we can give no assurance that
equivalent patents will be granted in Europe oewlsere, as a result of differences in local laviisctihg patentability and validity. Moreover,
we cannot guarantee that Cantor's issued patent@bid and enforceable, or that third parties cetimg or intending to compete with us will
not infringe any of these patents. Despite preoastive or Cantor have taken or may take to pratgcintellectual property rights, it is
possible that third parties may copy or otherwils&im and use our proprietary technology withouhatization. It is also possible that third
parties may independently develop technologieslairto ours. It may be difficult for us to monitonauthorized use of our proprietary
technology and intellectual property rights. Anyanement action would have to be taken in eadldigtion in which infringement occurs.
The approach and legal interpretation adopted thgrdint local courts is likely to vary. We cannagsare you that the steps we have taken will
prevent misappropriation of our technology or ileetlual property rights.

We also license software from third parties, muttvioich is integral to our systems and our busin&kg licenses are terminable if we bre
our obligations under the license agreements.\ifadrthese relationships were terminated or if ahthese third parties were to cease doing
business, we may be forced to spend significarg imd money to replace the licensed software. Hewewe cannot assure you that the
necessary replacements will be available on reddetarms, if at all.

We own many Internet domain names including "wwpeesl.com.” The regulation of domain names in thizgedrStates and in foreign
countries may change. Regulatory bodies could kstiadadditional topevel domains, appoint additional domain name tegyis or modify th
requirements for holding domain names, any orfafltich may dilute the strength of our names. We mat acquire or maintain our domain
names in all of the countries in which our Web git@y be accessed, or for any or all of the toptldeenain names that may be introduced.
The relationship between regulations governing domames and laws protecting proprietary rightsrislear. Therefore, we may not be able
to prevent third parties from acquiring domain nart®t infringe or otherwise decrease the valusuofrademarks and other proprietary
rights.

Also, we may have to resort to litigation to enfoaur intellectual property rights, protect oudeaecrets, determine the validity and scoy

the proprietary rights of others, or defend oursslfrom claims of infringement, invalidity or unendéeability. We may incur substantial costs
and diversion of resources as a result of litigateven if we win. This could have a material adeegffect on our business, financial condi
and operating results. We may face claims thatawe linfringed on the proprietary rights of othershat our proprietary rights are invalid or
unenforceable. These claims, even if without medtld be time consuming to defend, result in gdgthation, divert management's

attention and resources or require us to enterrayalty or licensing agreements. We cannot asgomethat a license would be available to us
on reasonable terms, if at all. Assertion or pratien of claims of this type, whether successfuliesuccessful, could have a material adverse
effect on our business, financial condition andrapieg results.

On June 21, 1999, Cantor and two of its affiliat@antor Fitzgerald Securities and CFPH, LLC browgylit against Liberty Brokerage
Investment Corporation and Liberty Brokerage Indhie United States District Court for the DistoétDelaware for infringement of one of
the patents, Fraser et al. U.S. patent 5,905,91#leel "Automated Auction Protocol Processor." @aralleged in the complaint that Liberty
was infringing the '974 patent by making, usindijrsge and/or offering for sale systems and methibdé embody or use the inventions
claimed in the '974 patent. On August 10, 1999 @aarid CFPH, LLC voluntarily dismissed the suitheitit prejudice. Subsequently, on
August 10, 1999, Liberty Brokerage Investment Coaion filed an action for declaratory judgmenttie United States District Court for the
District of Delaware claiming that the '974 patesats invalid, unenforceable and not infringed bydrtl. We will assume responsibility for
defending this suit on behalf of Cantor and itdiafes. If we are not successful in defending taissuit, it could have a material adverse
effect on our ability to protect our intellectuabperty rights.
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ANY INFRINGEMENT BY US ON PATENT RIGHTS OF OTHERS C OULD RESULT IN LITIGATION.

Patents of third parties may have an importantibgam our ability to offer certain of our produetsd services. Our competitors as well as
other companies and individuals may obtain, and beagxpected to obtain in the future, patentsdbatern products or services related to
the types of products and services we offer or ptasffer. We cannot assure you that we are orlvalaware of all patents containing claims
that may pose a risk of infringement by our produwotd services. In addition, patent applicatiorthénUnited States are generally
confidential until a patent is issued and so wenohevaluate the extent to which our products amdises may be covered or asserted to be
covered by claims contained in pending patent apptins. In general, if one or more of our productservices were to infringe patents held
by others, we may be required to stop developinganketing the products or services, to obtaimkes to develop and market the services
from the holders of the patents or to redesigmtieelucts or services in such a way as to avoidhigiing on the patent claims. We cannot
assess the extent to which we may be requireceifutinre to obtain licenses with respect to patkatd by others, whether such licenses
would be available or, if available, whether we Vdooe able to obtain such licenses on commerciatigonable terms. If we were unable to
obtain such licenses, we may not be able to redesig products or services to avoid infringementoivltould materially adversely affect our
business, financial condition and operating results

On May 5, 1999, Cantor and The Board of Trade efGlty of Chicago, The New York Mercantile Exchargel The Chicago Mercantile
Exchange were sued by Electronic Trading Systenas,ith the United States District Court for the tern District of Texas (Dallas

Division) for alleged infringement of Wagner Unit8thtes patent 4,903,201, entitled "Automated fegtdirade Exchange." The patent rel

to a system and method for implementing an eletr@omputer-automated futures exchange and aftedysCantor Exchange(Service

Mark). If the plaintiff is successful in the lawsuive may be required to obtain a license to dgvalad market one or more of our services, to
cease developing or marketing such services @adesign such services. We cannot assure you thabwie be able to obtain such licenses
or that we would be able to obtain them at comnadlycreasonable rates, or, if unable to obtainisas, that we would be able to redesign our
services to avoid infringement. As a result, thissuit could materially adversely affect our buss)dinancial condition and operating rest
including our ability to offer electronic tradingarketplaces in the future. See "Business--Ourletrlal Property."

INTENSE COMPETITION COULD ADVERSELY AFFECT OUR MARK ET SHARE AND FINANCIAL PERFORMANCE.

The electronic trading and Internet-based finarsgabices markets are highly competitive and mdrguo competitors are more established
and have greater financial resources than us. \Weoethat competition will intensify in the futufdany of our competitors also have greater
market presence, engineering and marketing capebifind technological and personnel resourcesviieaao. As a result, as compared to us,
our competitors may:

o develop and expand their network infrastructames service offerings more efficiently or more dlyc
o adapt more swiftly to new or emerging technolegiad changes in client requirements;

o take advantage of acquisitions and other oppitigsmmore effectively;

o devote greater resources to the marketing aedo$aheir products and services; and

o more effectively leverage existing relationshigth clients and strategic partners or exploit m@eognized brand names to market and sell
their services.

Our current and prospective competitors are nunseand include:
o Interdealer brokerage firms, including LibertyoBerage Investment Corporation and Garban-Intetalgpiic.

o Technology companies and market data and infeemaendors, including Reuters Group plc, Bloomhei®. and Bridge Information
Systems, Inc.;
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o Securities or futures exchanges or similar egtjtincluding the Chicago Board of Trade, the Glocdslercantile Exchange, the Chicago
Board of Options Exchange, Eurex, the New York steechange and the Nasdaq National Market;

o Electronic communications networks, crossingesystand similar entities such as Investment TeclgyoGroup and Optimark
Technologies Inc.; and

0 Consortia such as BrokerTec Global LLC and Eur&@GMT

We believe that we may also face competition frangé computer software companies, media and tesgypalompanies and some securities
brokerage firms that are currently our clients.

The number of businesses providing Internet-relitehcial services is rapidly growing, and othempanies, in addition to those named
above, have entered into or are forming joint vesgwr consortia to provide services similar tasthprovided by us. Others may acquire the
capabilities necessary to compete with us throwgjuigitions.

In the event we extend the application of our INPERIVE MATCHING (Service Mark) technology to condirgy or facilitating auctions ¢
consumer goods and services over the Internetxpectto compete with both on-line and traditiosellers of these products and services.
The market for selling products and services oherhternet is new, rapidly evolving and intensadynpetitive. Current and new competitors
can launch new sites at a relatively low cost. Wfgeet we will potentially compete with a variety@impanies with respect to each product
or service we offer. We may face competition frofagy, priceline.com, Amazon.com and a number oéotarge Internet companies that
have expertise in developing on-line commerce arfddilitating Internet traffic, including Ameridanline, Microsoft and Yahoo!, who could
choose to compete with us either directly or inttisethrough affiliations with other e-commerce qoamies. We cannot assure you that we
will be able to compete effectively with such comigs.

WE MAY COMPETE IN SOME ASPECTS OF OUR BUSINESS WITH CONSORTIA OWNED BY OUR CLIENTS.

Consortia owned by some of our clients have annedititeir intention to explore the development etebnic trading networks. BrokerTec
Global LLC, a proposed electronic inter-dealer dixiecome broker whose members include Citigroupd&Suisse First Boston, Deutsche
Bank AG, Goldman Sachs Group, Lehman Brothers, iMeynch & Co. and Morgan Stanley Dean Witter, llamounced its intention to
develop or acquire a facility for electronic tragliof U.S. Treasury securities, Euro-denominatee&ssign debt and other fixed income
securities and futures-related products. All of tiembers of BrokerTec Global LLC are currently migeof Cantor and us. Consortia such as
BrokerTec Global LLC may compete with us and oecgbnic marketplaces in the future. We currentignpete with a similar consortium
called EuroMTS in Europe. The members of EuroMT@ude the leading fixed income dealers in Europggarernment securities as well as
clients of Cantor and of ours.

LOW TRADING VOLUME IN FIXED INCOME SECURITIES COULD ADVERSELY AFFECT OUR BUSINESS.

We have experienced significant fluctuations indhgregate trading volume of securities and firelmmioducts being traded in our
marketplaces. We expect that fluctuations in thditrg volume of securities and financial producasiéd in our marketplaces will occur in
future from time to time and have a direct impatioor future operating results. This may causeifsoggimt fluctuations in our profitability
when the trading volumes are low. Periods of lovatitity could result in low trading volume and, asesult, could have a material adverse
effect on our business, financial condition andrapieg results.

ADVERSE ECONOMIC AND POLITICAL CONDITIONS MAY CAUSE SUBSTANTIAL DECLINES IN THE GLOBAL
FINANCIAL MARKETS AND ADVERSELY AFFECT OUR OPERATIN G RESULTS.

The global financial services business is, by &gire, risky and volatile and is directly affectgdmany national and international factors that
are beyond our control. Any one of these factorg n@ause a substantial decline in the U.S. and gfolencial services markets, resulting in
reduced trading volume and turnover. These eventklenaterially adversely affect our business. €hestors include:

0 economic and political conditions in the Unitadt8s and elsewhere in the world;
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0 concerns over inflation and wavering institutiobheonsumer confidence levels;

o the availability of cash for investment by mutfuaids and other wholesale and retail investors;
o rising interest rates;

o fluctuating exchange rates;

o legislative and regulatory changes; and

o currency values.

In the past several years, the U.S. financial ntarkave achieved historic highs. We do not beltbese strong markets can continue
indefinitely. Our revenues and profitability arkdly to decline significantly during periods of gtent economic conditions or low trading
volume in the U.S. and global financial markets.

OUR SYSTEMS, AS WELL AS THOSE OF OTHERS, MAY PROVE NOT TO BE YEAR 2000 COMPLIANT, WHICH COULD
SIGNIFICANTLY DISRUPT OUR BUSINESS.

With the Year 2000 approaching, many institutiormiad the world are reviewing and modifying thenguter systems to ensure that they
are Year 2000 compliant. The issue, in generaldersithat many existing computer systems and mioeessors with date functions,
including those in non-information technology equegnt and systems, use only two digits to identijear in the date field with the
assumption that the first two digits of the year always "19". Consequently, on January 1, 200@peters that are not Year 2000 compliant
may read the year as 1900. Systems that calcelatgyare or sort using the incorrect date may matfan.

Because our business is dependent upon the pnapetidning of our proprietary software, technolegénd computer systems, a failure of
software, technologies or systems to be Year 20@@ptiant would have a material adverse effect orffust remedied, potential risks
include business interruption or shutdown, finahldiss, regulatory actions, reputational harm awhl liability.

In addition, we depend upon the proper functiormhthird-party computer and non-information teclogyl systems. These parties include
subcontractors, such as thipdsty administrators, and vendors such as proviafeieslecommunication services, quotation equipnaegt othe
utilities. If the third parties with which we inteet have Year 2000 problems that are not remedisdjptions may result which could have a
material adverse effect on our business, finargatition and operating results. Disruption or sugion of activity in the world's financial
markets is also possible. In addition, uncertaaitgut the success of remediation efforts genenadly cause many market participants to
reduce the level of their market activities tempityas they assess the effectiveness of theseteffaring a "phase-in" period beginning in
late 1999. This in turn could result in a geneealuction in trading and other market activities. ¥danot predict the impact that such
reduction would have on us. Some of our contradts @ur clients represent that our systems wil¥iear 2000 compliant. For these and ot
reasons, we may also be exposed to litigation authclients as a result of Year 2000 problems."$&magement's Discussion and Analysis
of Financial Condition and Results of Operatiomapéct of the Year 2000."

EXPANSION OF OUR OPERATIONS OUTSIDE NORTH AMERICAIVOLVES SPECIAL CHALLENGES THAT WE MAY NOT BE
ABLE TO MEET, WHICH COULD NEGATIVELY IMPACT OUR FINANCIAL RESULTS.

We operate electronic marketplaces throughout FEugoy Asia and we plan to further expand our ojmraithroughout these regions in the
near future. There are certain risks inherent inglbusiness in international markets, particulamlyhe regulated brokerage industry. These
risks include:

o less developed automation in exchanges, depiesitand national clearing systems;
0 unexpected changes in regulatory requirementffstand other trade barriers;
o difficulties in staffing and managing foreign ogtons;
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o fluctuations in currency exchange rates;

o reduced protection for intellectual property tigh

0 seasonal reductions in business activity dutiegsummer months; and
o potentially adverse tax consequences.

Any of the factors described above could have @ristadverse effect on our international operatiand, consequently, on our business,
financial condition and operating results.

We are required to comply with the laws and reguoet of foreign governmental and regulatory autiesiof each country in which we
conduct business. These may include laws, rulesemdations relating to any aspect of the seasritiusiness, including sales methods, t
practices among broker-dealers, use and safekeepaignts' funds and securities, capital struetuecord-keeping, the financing of clients'
purchases, broker-dealer and employee registregiuirements and the conduct of directors, offieerd employees. Any failure to develop
effective compliance and reporting systems coudlten regulatory penalties in the applicablegdiction, which could have a material
adverse effect on our business, financial conditiod operating results.

The growth of the Internet as a means of condudtitegnational business has also raised many Isgaés regarding, among other things, the
circumstances in which countries or other jurisdits have the right to regulate Internet servibas imay be available to their citizens from
service providers located elsewhere. In many cadlsess are no laws, regulations, judicial decisiongovernmental interpretations that
clearly resolve these issues. This uncertainty atbwersely affect our ability to use the Interne¢xpand our international operations, and
creates the risk that we could be subject to discipy sanctions or other penalties for failurectonply with applicable laws or regulations.

WE MAY NOT BE ABLE TO USE OUR TECHNOLOGY IN NEW MAR KETS.

We intend to leverage our eSPEED (Service Marklesgsand Cantor's relationships to enter new markééscannot assure you that we will
be able to successfully adapt our proprietary sariéyelectronic distribution networks and technyglay use in other markets. Even if we do
adapt our software, networks and technology, waabassure you that we will be able to attracintieand compete successfully in any such
new markets. We cannot assure you that our matgkefiiorts or our pursuit of any of these opportiesiwill be successful. If these efforts
not successful, we could suffer losses while dgpialpnew marketplaces or realize less than expexdenings, which in turn could result in a
decrease in the market value of our Class A comsback. Furthermore, these efforts may divert mamaege attention or inefficiently utilize
our resources. We intend to create electronic nipldees for many financial products by the end@3®, but there is no guarantee that we
will be able to do so. Any failure to do so coulive a material adverse effect on our businessydiabcondition and operating results.

WE MAY NOT BE ABLE TO INTEGRATE ACQUIRED OPERATIONS EFFECTIVELY.

Our business strategy contemplates expansion thritnegacquisition of exchanges and other compami®sding services or having
technologies and operations which are complememdaoyrs. Acquisitions entail numerous risks, iniohg:

o difficulties in the assimilation of acquired optons and products;

o diversion of management's attention from otheiri@ss concerns;

o assumption of unknown material liabilities of actgd companies;

0 amortization of acquired intangible assets, whiclild reduce future reported earnings; and
o potential loss of clients or key employees ofuaiegl companies.

We cannot assure you that we will be able to irstegsuccessfully any operations, personnel, serdceroducts that might be acquired in
future.
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OUR BUSINESS IS SUBJECT TO EXTENSIVE GOVERNMENT AND OTHER REGULATION.

The Securities and Exchange Commission (SEC), Naltidssociation of Securities Dealers, Inc. (NASOpmmodity Futures Trading
Commission (CFTC) and other agencies extensivgylate the U.S. securities industry. Our internaimperations may be subject to sin
regulations in specific jurisdictions. We are i fhrocess of registering our subsidiaries as brdkaters. If we are unsuccessful in comple
these registrations, we would have to recognizerregs in a way other than by shared commissioris.ritély negatively affect our revenues.
Our U.S. subsidiaries are required to comply dyrieith the rules and regulations of these agendssa matter of public policy, these
regulatory bodies are responsible for safeguarttiadntegrity of the securities and other finanarkets and protecting the interests of
investors in those markets. Most aspects of our hr&er-dealer subsidiaries are highly regulateduding:

o the way we deal with our clients;

0 our capital requirements;

o our financial and SEC reporting practices;

o required record keeping and record retentionquores;

o the licensing of our employees; and

o the conduct of our directors, officers, employaed affiliates.

If we fail to comply with any of these laws, rulesregulations, we may be subject to censure, fioesse-andesist orders, suspension of
business, suspensions of personnel or other sasctiwluding revocation of registration as a bredtealer. Changes in laws or regulations or
in governmental policies could have a material eslveffect on us. These agencies have broad paevargestigate and enforce compliance
and punish non-compliance with their rules and laguns. We cannot assure you that we and/or aecttirs, officers and employees will be
able to fully comply with and will not be subject¢laims or actions by these agencies.

The consumer products and services we anticip&eing through our electronic marketplaces arelyike be regulated by federal and state
governments. Our ability to provide such servicdbhe affected by these regulations. The impleragah of unfavorable regulations or
unfavorable interpretations of existing regulatitgscourts or regulatory bodies could require usmtair significant compliance costs, cause
the development of affected markets to become iotigad and otherwise adversely affect our finanpeiformance.

WE ARE SUBJECT TO RISKS ASSOCIATED WITH NET CAPITAL REQUIREMENTS.

The SEC, CFTC and various other regulatory ageree stringent rules and regulations with resfetitte maintenance of specific levels
net capital by broker-dealers. Net capital (ass®tais liabilities) is the net worth of a brokerdealer, less deductions for certain types of
assets. If a firm fails to maintain the required cepital, it may be subject to suspension or ration of registration by the SEC or CFTC and
suspension or expulsion by these regulators, anldl edtimately lead to the firm's liquidation. Hese net capital rules are changed or
expanded, or if there is an unusually large chaggenst net capital, operations that require ttensive use of capital would be limited. Also,
our ability to withdraw capital from broker-deakarbsidiaries could be restricted, which in turnlddumit our ability to pay dividends, repay
debt and redeem or purchase shares of our outstpsttick. A large operating loss or charge agaiestapital could adversely affect our
ability to expand or even maintain our presentleoeé business, which could have a material adveffeet on our business, financial
condition and operating results.

As of August 27, 1999, if each of our U.S. subsidmhad been subject to the Uniform Net CapitdeRtine minimum net capital we would
have had to maintain would have been $5,000. Attitmee, each of our U.S. subsidiaries had totalcagital of approximately $90,000, or
approximately $85,000 in excess of the minimum amhd¢hat would have been required. In addition, vay ioe subject to net capital
requirements in foreign jurisdictions.
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WE ARE SUBJECT TO RISKS RELATING TO UNCERTAINTY IN THE REGULATION OF THE INTERNET.

There are currently few laws or regulations tha&ccally regulate communications or commercetwnlnternet. However, laws and
regulations may be adopted in the future that adissues such as user privacy, pricing, taxinglaadharacteristics and quality of products
and services. For example, the Telecommunicatiarisdught to prohibit transmitting various typesrdbrmation and content over the
Internet. Several telecommunications companies patidoned the Federal Communications Commissioregjulate Internet service
providers and online service providers in a masimailar to long distance telephone carriers anidnjmose access fees on those companies.
This could increase the cost of transmitting datar ¢he Internet. Moreover, it may take years tedeine the extent to which existing laws
relating to issues such as property ownershipl ¢éibd personal privacy are applicable to the IrgerAny new laws or regulations relating to
the Internet could adversely affect our business.

WE ARE SUBJECT TO THE RISKS OF LITIGATION AND SECUR ITIES LAWS LIABILITY.

Many aspects of our business, and the businessms dfients, involve substantial risks of liahjliDissatisfied clients frequently make cla
regarding quality of trade execution, improperlitled trades, mismanagement or even fraud agdiestservice providers. We and our
clients may become subject to these claims asethdtrof failures or malfunctions of systems andises provided by us and may seek
recourse against us. We could incur significanalegxpenses defending claims, even those withotit."/A@ adverse resolution of any
lawsuits or claims against us could have a matadakrse effect on our business, financial conaliéiod operating results.

In addition, we may also become subject to legat@edings and claims against Cantor as a restiiedbrmation transactions. Although
Cantor has agreed to indemnify us against any slainliabilities arising from our assets or openasi prior to the formation transactions, we
cannot assure you that such claims or litigatiolhivat harm our business, financial condition csuks of operations in any material respect.
See "Relationship with Cantor--Assignment and Agsiion Agreement.”

EMPLOYEE MISCONDUCT COULD HARM US AND IS DIFFICULT TO DETECT.

There have been a number of highly publicized casadving fraud or other misconduct by employeeshie financial services industry in
recent years, and we run the risk that employeeantuct could occur. Misconduct by employees cindtide hiding from us unauthorized
or unsuccessful activities. In either case, thietgf conduct could result in unknown and unmanaipég or losses. Employee misconduct
could also involve the improper use of confidenitiérmation, which could result in regulatory staos and serious reputational harm. It is
not always possible to deter employee misconduct tike precautions we take to prevent and detecathivity may not be effective in all
cases.

WE CANNOT PREDICT OUR FUTURE CAPITAL NEEDS OR OUR A BILITY TO SECURE ADDITIONAL FINANCING.

We anticipate, based on management's experienceuaraht industry trends, that our existing castoveces, combined with the net proceeds
from this offering, will be sufficient to meet oanticipated working capital and capital expendit@guirements for at least the next 12
months. However, we may need to raise additionad$uo:

o0 increase the regulatory net capital necessasygport our operations;

0 support more rapid growth in our business;

o develop new or enhanced services and products;

o respond to competitive pressures;

0 acquire complementary technologies; and

o respond to unanticipated requirements.

We cannot assure you that we will be able to olddulitional financing when needed on terms accéptélat all.
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RISKS RELATED TO OUR RELATIONSHIP WITH CANTOR
WE DEPEND ON CANTOR'S BUSINESS.

We recognized over 50% of our revenues for theoperom March 10, 1999 to June 25, 1999 from trafisas in which we received
amounts based on fixed percentages of commissaidgg Cantor. Consequently, any reductions iratmeunt of commissions paid to
Cantor, including events which impact Cantor's beiss or operating results, could have a matenadrad effect on our business or operating
results.

In addition, fees paid to us by Cantor for systemvises, represented 39.7% of our revenues fop¢hied from March 10, 1999 to June 25,
1999. These fee revenues are remitted to us oméhiydasis. Consequently, we are a general credit@antor, and events which negativ
impact Cantor's financial position and ability it our fees could have a material adverse effeatur financial condition.

CONFLICTS OF INTEREST AND COMPETITION WITH CANTOR M  AY ARISE.

Various conflicts of interest between us and Cantay arise in the future in a number of areasirgjab our past and ongoing relationships,
including competitive business activities, poterdiequisitions of businesses or properties, thetiele of new directors, payment of dividen
incurrence of indebtedness, tax matters, finamziaimitments, marketing functions, indemnity arrangats, service arrangements, issuances
of our capital stock, sales or distributions by t@ainf its shares of our common stock and the éseiazy Cantor of control over our
management and affairs. A majority of our directms officers following this offering also servedigectors and/or officers of Cantor.
Simultaneous service as an eSpeed director oreofficd service as a director or officer, or statua partner, of Cantor could create or appeal
to create potential conflicts of interest when sditkctors, officers and/or partners are faced wéhbisions that could have different
implications for us and for Cantor. Mr. Lutnick,raDhairman and Chief Executive Officer, is the ssifeckholder of the managing general
partner of Cantor. As a result, Mr. Lutnick consr@antor. Upon completion of this offering, Cantalt own all of the outstanding shares of
our Class B common stock, representing approxim&tebdf the combined voting power of all classeswf voting stock. Mr. Lutnick's
simultaneous service as our Chairman and ChieflxecOfficer and his control of Cantor could cesat appear to create potential conflicts
of interest when Mr. Lutnick is faced with decissathat could have different implications for us é&mdCantor.

As part of the formation transactions, Cantor wihtribute substantially all of our assets to usntGr currently has no plans to form or
acquire any other similar operations; however, Gaistcurrently engaged in securities transacti@tation and processing operations which
are related to the electronic trading services wemnovide. Our Joint Services Agreement obligateso perform services for Cantor at cost,
sets forth the ongoing revenue sharing obligatlmetereen Cantor and us and subjects us to non-caimpetbligations with Cantor. Because
this agreement has a perpetual term and does exitiprfor modification under its terms, this agrestnmay become burdensome for us. The
costs of performing our obligations could have derial adverse effect on our business, financiab@on and operating results.

AGREEMENTS BETWEEN US AND CANTOR ARE NOT THE RESULT OF ARMS'-LENGTH NEGOTIATIONS.

In connection with the formation transactions, wk @nter into an Administrative Services Agreememntloint Services Agreement and
several other agreements with Cantor relating égotiovision of services to each other and thirdigsrThese agreements will not be the
result of arms'-length negotiations because Camitbcontinue to own and control us at the time #ggeements are executed. As a result, the
prices charged to us or by us for services provigeter the agreements may be higher or lower thaagthat may be charged by third
parties. See "Relationship with Cantor."

WE DEPEND ON SERVICES AND ACCESS TO OPERATING ASSETS PROVIDED BY THIRD PARTIES.

Many of the assets and services provided by Camider the terms of the Administrative Services &gnent are leased or provided to Cai
by third party vendors. As a result, in the everd dispute between Cantor and a third party venaercould lose access to, or the right to
use, as applicable, office

17



space, personnel, corporate services and opeiadsels. In such a case, we would have no recolttseespect to the third party vendor. Our
inability to use these services and operating ageefny reason, including any termination of Atkninistrative Services Agreement betw
us and Cantor or the agreements between Cantdhadgarty vendors, could have a material adveffeet on our business, financial
condition and operating results.

OUR REPUTATION MAY BE AFFECTED BY ACTIONS TAKEN BY CANTOR AND ENTITIES WHICH ARE RELATED TO
CANTOR.

Initially, Cantor will be our most significant cli¢. Cantor holds direct and indirect ownership arahagement interests in numerous other
entities which engage in a broad range of finarggavices and securities-related activities. Aditaken by, and events involving, Cantor or
these related companies which are perceived nefyaty the securities markets, or the public gehereould have a material adverse effect
on us and could affect the price of our Class A imam stock. In addition, events which negativelyefithe financial condition of Cantor nr
negatively affect us. These events could causeoC&mtose clients that may trade in our marketpdacould impair Cantor's ability to
perform its obligations under the Joint Servicese®gnent and other agreements Cantor enters intousiaind could cause Cantor to liquic
investments, including by selling or otherwise sfanring shares of our common stock. Any of theants could have a material adverse
effect on our business, financial condition andrapeg results, and on the market price of our €Ag£ommon stock.

RISKS RELATED TO E-COMMERCE AND THE INTERNET

OUR BUSINESS STRATEGY DEPENDS ON THE GROWTH OF ELECTRONIC MARKETPLACES FOR SECURITIES AND
FINANCIAL PRODUCTS.

The success of our business plan depends on ditly &bicreate interactive electronic marketplasea wide range of securities and financial
products. Historically, securities and commoditiegrkets operated through an "open outcry” formathich buyers and sellers traded
securities in "pits" through verbal communicatidhese open outcry markets have recently begun suelanted with new systems which
match buyers and sellers electronically. The wtilan of our interactive electronic marketplacepeatels on the continued acceptance and
utilization of these electronic securities and cardities markets. Failure in the growth and accegganf the use of electronic markets could
have a material adverse effect on our businesandial condition and operating results.

WE ARE DEPENDENT ON CONTINUED GROWTH OF E-COMMERCE AND INTERNET USAGE.

As part of our business strategy, we expect toudiriess with online and traditional retail broké&k&e expect to enable these firms to provide
to their clients access to trading in fixed incaseeurities and futures and other wholesale findpctducts markets through the Internet.

Our strategic and financial objectives would beeadely impacted if Internet usage does not continggow. Consumer use of the Interne
a medium of commerce is a recent phenomenon aubjsct to a high level of uncertainty. Interneages may be inhibited for a number of
reasons, including:

0 access costs;

o inadequate network infrastructure;

0 security concerns;

o uncertainty of legal, regulatory and tax issusscerning the use of the Internet;
o concerns regarding ease of use, accessibilityelradbility;

o inconsistent quality of service; and

o lack of availability of cost-effective, high-spmkservice.

If Internet usage grows, the Internet infrastruetomay not be able to support the demands placéd arthe Internet's performance and
reliability may decline. Similarly, Web sites haseperienced interruptions
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in their service as a result of outages and othakys occurring throughout the Internet networkasfructure. If these outages or delays occur
frequently, use of the Internet as a commercidusiness medium could grow more slowly or decliaeen if Internet usage continues to
grow, online trading in the wholesale securitieskats, and in particular the fixed income secusii@d futures markets, may not be accepted
by retail customers. This could negatively afféet jrowth of our business.

OUR NETWORKS AND THOSE OF OUR THIRD PARTY SERVICE P ROVIDERS MAY BE VULNERABLE TO SECURITY
RISKS.

We expect the secure transmission of confiderntfarmation over public networks to be a criticarakent of our operations. Our networks
and those of our third party service providersluding Cantor and associated clearing corporatiand,our clients may be vulnerable to
unauthorized access, computer viruses and othaerigeproblems. Persons who circumvent security sneas could wrongfully use our
information or cause interruptions or malfunctiom®ur operations, which could have a material aslveffect on our business, financial
condition and operating results. We may be requivezkpend significant resources to protect agdimesthreat of security breaches or to
alleviate problems, including reputational harm &figation, caused by any breaches. Although wend to continue to implement industry-
standard security measures, we cannot assure gbthtise measures will be sufficient.

RISKS RELATED TO OUR CAPITAL STRUCTURE

THE VOTING CONTROL OF OUR COMMON STOCK WILL BE CONENTRATED AMONG THE HOLDERS OF OUR CLASS B
COMMON STOCK; THE MARKET PRICE OF OUR CLASS A COMMOSTOCK MAY BE ADVERSELY AFFECTED BY
DISPARATE VOTING RIGHTS.

After this offering, Cantor will beneficially owrllaf our outstanding Class B common stock, repnéag approximately % of the combined
voting power of all classes of our voting stock {f%te underwriters' oveallotment option is exercised in full). As long@antor beneficiall
owns a majority of the combined voting power of oammon stock, it will have the ability, withoutetleonsent of the public stockholders, to
elect all of the members of our board of directord to control our management and affairs. In axfdiit will be able to determine the
outcome of matters submitted to a vote of our dtotders for approval and will be able to causerevent a change in control of our
company.

The holders of our Class A common stock and ClassrBmon stock have identical rights except thatiéid of our Class A common stock
are entitled to one vote per share, while holdémuo Class B common stock are entitled to 10 vptsshare on all matters to be voted on by
stockholders in general. This differential in thatimg rights and our ability to issue additionab€4 B common stock could adversely affect
the market price of our Class A common stock.

DELAWARE LAW AND OUR CHARTER MAY MAKE A TAKEOVER OF = OUR COMPANY MORE DIFFICULT.

Provisions of Delaware law, such as its businessboation statute, may have the effect of delaydeferring or preventing a change in
control of our company. In addition, our Amended &estated Certificate of Incorporation authoritesissuance of "blank check" preferred
stock (that is, preferred stock which our boardioéctors can create and issue without prior stolddr approval) with rights senior to those
of our common stock. Our Amended and Restatedfiate of Incorporation and our Amended and Redt8-Laws include provisions
which provide for a classified board of directaestrict the ability of our stockholders to takeéi@t by written consent and provide for
advance notice for stockholder proposals and direatminations. These provisions may have the effedelaying or preventing changes of
control or management of our company, even if tanfsactions would have significant benefits to stockholders. As a result, these
provisions could limit the price some investors mige willing to pay in the future for shares of @lass A common stock.

DELAWARE LAW MAY PROTECT DECISIONS OF OUR BOARD OF DIRECTORS THAT HAVE A DIFFERENT EFFECT ON
HOLDERS OF OUR CLASS A AND CLASS B COMMON STOCK.

You may not be able to challenge decisions that lsawvadverse effect upon holders of the Class Arammstock if our board of directors a
in a disinterested, informed manner with respethése
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decisions, in good faith and in the belief thas iacting in the best interests of our stockholdBedaware law generally provides that a board
of directors owes an equal duty to all stockholde¥gardless of class or series and does not lepsrate or additional duties to either group
of stockholders, subject to applicable provisiogisferth in a company's charter.

WE HAVE A HOLDING COMPANY STRUCTURE.

We are a holding company. Our sole assets arequitiyenterests in our subsidiaries. We have n@pehdent means of generating revenues.
We will incur income taxes on revenues that we gatiee We intend to cause our subsidiaries to bigei cash to us in amounts sufficient to
cover our tax liabilities, if any. Our subsidiatiability to distribute cash to us will be subjéztiegal restrictions, including the net capital
rules and the requirements that they have surgplpéat or earnings available for distribution. Te textent we need funds to pay taxes or for
any other purpose and our subsidiaries are unalgeovide the required funds, it could have a niatedverse effect on our business,
financial condition and operating results.

RISKS RELATED TO THIS OFFERING

THERE HAS NOT BEEN ANY PRIOR PUBLIC MARKET FOR OUR CLASS A COMMON STOCK, AND WE CANNOT ASSURE
YOU THAT AN ACTIVE TRADING MARKET WILL DEVELOP OR B E SUSTAINED.

Prior to this offering, there has been no publickatfor the Class A common stock and we cannairasgou that an active trading market
will develop or be sustained. The initial publidesfng price of our Class A common stock will beetenined through negotiation between us
and the representatives of the underwriters andmoaipe indicative of the market price for our Gl#scommon stock after this offering.

THE MARKET PRICE OF OUR CLASS A COMMON STOCK MAY FL UCTUATE WIDELY AND TRADE AT PRICES BELOW
THE INITIAL PUBLIC OFFERING PRICE.

The price of our Class A common stock after thferifig may fluctuate widely, depending upon marstdes, including our perceived
prospects, and the prospects of the financial imigassin general, differences between our actmarfcial and operating results and those
expected by investors and analysts, changes igstealecommendations or projections, changesnergé valuations for Internet and e-
commerce-related companies, changes in generabetomr market conditions and broad market fludaret. As a result, our Class A
common stock may trade at prices significantly fetioe initial public offering price.

MANAGEMENT WILL HAVE DISCRETION OVER THE PROCEEDS O F THIS OFFERING AND MAY NOT USE THE FUNDS
FOR PURPOSES YOU APPROVE.

We intend to use the majority of the net proceeosifthis offering for technological and product diepment and improvements in existing
and new marketplaces, sales, marketing and adweriistiatives campaigns, payment to Cantor of¢hsh portion of the consideration for
our eSPEED (Service Mark) system assets and woddpgal and general corporate purposes, inclugosgible acquisitions. Pending
application of these uses, we intend to use th@meeeds to purchase short-term marketable siesui@ur management will have broad
discretion with respect to the use of these fumdsthe determination of the timing of expenditul&® cannot assure you that management
will use these funds for purposes that you appoovwbat the allocations will be in the best intésesf our stockholders.

YOU WILL BE IMMEDIATELY AND SUBSTANTIALLY DILUTED.

Purchasers of our Class A common stock in thisrioiflewill experience immediate and substantial tiblu in net tangible book value of $ per
share, based on an assumed initial public offguiize of $ per share.
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FUTURE SALES OF OUR SHARES WOULD ADVERSELY AFFECT THE MARKET PRICE OF OUR CLASS A COMMON
STOCK.

If our existing stockholders sell a large numbesludires, or if we issue a large number of sharesiofommon stock in connection with
future acquisitions or otherwise, the market pgteur Class A common stock could decline signifita Moreover, the perception in the
public market that these stockholders might selta$ of Class A common stock could depress theenarice of our Class A common stock.

Although all holders of common stock and securitiesvertible into or exercisable or exchangeablefommon stock issued prior to, or uf
consummation of, this offering (other than thosarek sold in this offering) have agreed pursuangettain "lock-up" agreements with
Warburg Dillon Read LLC that they will not offerl§ contract to sell, pledge, grant any optiosédl, or otherwise dispose of, directly or
indirectly, any shares of common stock or secwitienvertible into or exercisable or exchangeatmedmmon stock for a period of 180 days
after the date of this prospectus without the pridtten consent of Warburg Dillon Read LLC, thesds subject to these lock-up agreements
may be released by Warburg Dillon Read LLC in whmién part at any time with or without notice.

We plan to register an additional shares of ous€k common stock under the Securities Act witlird@ys after the closing of this offering
for use by us as consideration for future acqoisgti Upon such registration, these shares geneavillge freely tradable after issuance,
unless the resale thereof is contractually restlictr unless the holders thereof are subject toetsteictions on resale provided in Rule 145
under the Securities Act.

After this offering, we intend to initially regist&b, or approximately shares of Class A commonkstotthe total outstanding shares of our
common stock, which are reserved for issuance epercise of options granted under our stock oglan. If we increase our total
outstanding shares of common stock, we will regiatiglitional shares of Class A common stock sottiastock available for issuance under
our stock option plan will be registered. Once egister these shares, they can be sold in theguraliket upon issuance, subject to
restrictions under the securities laws applicableesales by affiliates. We also plan to regidiershares of common stock issuable under our
stock purchase plan. See "Shares Eligible for leuBale."

WE DO NOT ANTICIPATE PAYING DIVIDENDS.
We do not anticipate paying cash dividends on ounraon stock in the foreseeable future.
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USE OF PROCEEDS

If we sell the Class A common stock offered by fiespectus at a public offering price of $ pershee estimate that we will receive net
proceeds (after deducting underwriting discounts@mmissions and estimated offering expenses)aifl®n ($ million if the underwriters
exercise their over-allotment option in full).

We intend to use the net proceeds of this offeamdpllows:

o approximately $100 million for technological gmeduct development and improvements in existirdyregw marketplaces;
o approximately $50 million for sales, marketinglatvertising expenses; and

0 $50 million for payment to Cantor of the cashtjpor of the consideration for our eSPEED (Servicar®)l system assets.

We intend to use the remainder of the net proctmdsorking capital and general corporate purposesduding possible acquisitions. The
occurrence of unforeseen events, opportunitiehanged business conditions, however, could cause wse the proceeds of this offering
manner other than as described in this prospearading these uses, we intend to invest the neepds in short-term marketable securities.

DIVIDEND POLICY

We intend to retain our future earnings to helafice the growth and development of our businessdd\feot expect to pay any cash
dividends on our common stock in the foreseealiladu

In the event we decide to declare dividends onconrmon stock in the future, such declaration wélldubject to the discretion of our boart
directors. Our board of directors may take intooaitt such matters as general business conditionginancial results, capital requirements,
contractual, legal and regulatory restrictionstom payment of dividends by us to our stockholdetsyocour subsidiaries to us and any such
other factors as our board of directors may dedevaat.
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DILUTION

The net tangible book value of our common stoakluiding our Class B common stock, at June 25, 188fyre adjustment for this offering,
was $ million, or $ per share. Net tangible bookigger share represents the amount of total tengisets less total liabilities, divided by
number of shares of common stock outstanding. Afiteng effect to the sale of the shares of Clasfmon stock in this offering, at an

assumed initial public offering price of $ per shéhe midpoint of the range set forth on the cgagge of this prospectus), our net tangible
book value at June 25, 1999 would have been $amjlbr $ per share, calculated as follows:

Assumed initial public offering price per share.... L $
Net tangible book value per share at June 25, 199 [T $
Increase in net tangible book value per share att ributable to

NEW INVESIONS...cvvviviieeeeeeeieiiee e,

As adjusted net tangible book value per share after this offering

Dilution per share to new investors................ $

Assuming the underwriters' over-allotment optioexercised in full, the net tangible book valuduate 25, 1999 would have been $ million,
or $ per share, the immediate increase in netldapook value of shares owned by existing stoakdis would have been $ per share, and
the immediate dilution to purchasers of sharesla$§€A common stock in this offering would haverb8eper share.

The following table summarizes at June 25, 199@y afiving effect to the sale of the shares of €ElATommon stock in this offering at an
assumed initial public offering of $ per share (thielpoint of the range set forth on the cover pafgthis prospectus), (1) the number and
percentage of shares of common stock issued hi2uthe total cash consideration paid for our comrsimck, and (3) the average price per
share of common stock paid by our existing stoadkéi prior to this offering and by the public stoclders in this offering:

SHARES OF COMMON TOTAL CASH
STOCK OWNED CONSIDERATION AVERAGE
- PRICE PER
NUMBER PERCENTAGE AMOUNT PERCENTAG E SHARE
Existing Stockholders..............cccouveuvnen. . % $ % $
Public Stockholders..........cccccceeeeeiiiiinnn. . % %
Total....ocoocviiiiieeeeeee e 100% $ 100%

The calculations in the tables set forth above atareflect an aggregate of shares of Class A comstmrk reserved for issuance under our
stock option plan, including shares of Class A cammtock subject to options to be granted in cotimeevith this offering. See
"Management-- 1999 Long-Term Incentive Plan."
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The following table sets forth as of June 25, 1999:

o our actual capitalization; and

CAPITALIZATION

0 our capitalization on an as adjusted basis teaethe consummation of the formation transactescribed in "Relationship with Cantor--
The Formation Transactions" and the sale of theeshaf Class A common stock offered hereby, atsaarmed public offering price of $ per
share after deducting the estimated offering expeasd underwriting discounts and commissions laadetceipt and application of the net

proceeds therefrom as described under "Use of Pdsce

This information is qualified by, and should bedéa conjunction with, the financial statements agldted notes appearing at the end of this

prospectus.

Stockholders' equity:

Preferred stock, par value $0.01 per share; share
or outstanding.........coeeeeveviiicininnnnns

Common stock, par value $0.01 per share; 3,000 sh
issued and outstanding, actual; no shares auth
as adjusted.......cccceveeeeeiiiiiiiiiiies

Class A common stock, par value $0.01 per share;
and outstanding, actual; and shares issued and

Class B common stock, par value $0.01 per share;
issued and outstanding, actual; and shares iss
adjusted........ccceeiiiiiee e

Additional paid-in capital..............ccccce.....
Accumulated defiCit.........cccoeeviiiiieeennnnen.

Total stockholders' equity....................

Total capitalization............ccccceecuveeeennnes

AS OF JUNE 2 5, 1999

s authorized; no shares issued
................................ $ -

ares authorized; 12.5 shares
orized, issued or outstanding,

shares authorized; shares issued
outstanding, as adjusted.......

shares authorized; no shares
ued and outstanding, as
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SELECTED FINANCIAL DATA

The following selected financial data for eSpeed, khould be read in conjunction with "Managensebtscussion and Analysis of Financial
Condition and Results of Operations" and with thdied financial statements, related notes and dith@ncial information beginning on pz
F-1. The results of operations for the period entlete 25, 1999 are not necessarily indicative ®fdisults that may be expected for the full
year ending December 31, 1999, or any other fuysarasd.

FOR THE PERIOD
FROM MARCH 10,
1999 (DATE OF
COMM ENCEMENT OF
OPER ATIONS) TO
JUNE 25,1999
STATEMENT OF OPERATIONS DATA:
TOtaAl FEVENUES...coiievieiecieceenceeieenee s $1 2,517,606
Expenses:
Compensation and employee benefits................. 8,215,463
Occupancy and equipment..........ccece...... 3,458,487
Professional and consulting fees 1,715,869
Communications and client networks................. 1,324,240
430,532
548,536
511,778
TOtal EXPENSES..cciiieeieiviiciiiiiieeeeeeee e —————— 1 6,204,905
Loss before benefit for income taxes............... ( 3,687,299)
Income tax benefit..........ccoceeiinnns 92,223
NELIOSS.ciiiicii it B( 3,595,076)
PRO FORMA DATA (UNAUDITED):(1)...ccccvverveeannnn.
Basic and diluted net loss per share.............
Shares of common stock outstanding (in thousands)
STATEMENT OF FINANCIAL CONDITION: JUNE 25,1999
Cash and cash equivalents............c.cccueeen. $ 25,000
Total assets 9,078,376
Total liabilities..........cccoccvveeiiiiieeee 7,193,153
Total stockholder's equity...........cccocvveeeen. 1,885,223

(1) Reflects the determination of shares outstandimd loss per share data upon giving effect tac@version of currently outstanding shz
of common stock to the equivalent number of shafédlass B common stock to be issued to Cantor(Bhthe number of shares of Class A
common stock that would have to be sold at théiriublic offering price per share to pay Cant60$ million for its initial contribution of
net assets to us as discussed in "Relationship@dtitor--The Formation Transactions."
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

The following discussion contains forward-lookirtgtements that involve risks and uncertainties. &itmal results could differ materially
from those anticipated in these forward-lookingestzents as a result of certain factors, includimagé set forth in "Risk Factors" and
elsewhere in this prospectus. The following disimrsss qualified in its entirety by, and shouldfead in conjunction with, the more detailed
information and our financial statements and thiesithereto appearing elsewhere in this prospectus.

OVERVIEW

eSpeed was incorporated on June 3, 1999 as a Delaamoration and, following this offering, wilperate primarily through its wholly-
owned subsidiaries. Prior to this offering, eSpaed a wholly owned subsidiary of, and it conduéte@perations as a division of, Cantor
Fitzgerald Securities, which in turn is a 99.5% edisubsidiary of Cantor Fitzgerald, L.P. eSpeedmented operations as a division of
Cantor on March 10, 1999, on which date the finfliyfelectronic transaction using the eSPEED (Seriflark) system was executed. Cantor
has been developing systems to promote fully elaatrmarketplaces since the early 1990's. Sinceaigril996, Cantor has used the eSPEED
(Service Mark) system internally to conduct electtdrading.

Concurrent with this offering, Cantor is contrimgito us, and we are acquiring from Cantor, sulbsi&nall of our assets. These assets
primarily consist of proprietary software, netwdaliktribution systems, technologies and other rdlatmtractual rights necessary to operate
our eSPEED (Service Mark) system.

Since commencing operations, we have relied onaCantprovide financing and cash flow for our opienas and we have incurred a net loss

over this period. This loss primarily results frexpenditures on our technology and infrastructocaiiired in building our revenue base. Our

focus for the immediate future is to enable fullgatronic trading of additional financial produetsd to aggressively seek to migrate Cantor's
existing clients to our eSPEED (Service Mark) syste

As of June 25, 1999, we had an accumulated nebfd3,595,076. We expect that we will continuénicur losses and generate negative «
flow from operations for the foreseeable futuravascontinue to develop our systems and infrastrecnd expand our brand recognition and
client base through increased marketing effortéight of the rapidly changing nature of our bus&and our limited operating history, we
believe that period-to-period comparisons of owraging results will not necessarily be meaningfudl should not be relied upon as an
indication of future performance.
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RESULTS OF OPERATIONS

The following table sets forth statement of operagidata for the period from March 10, 1999 (ddteoomencement of operations) to June
25, 1999. (This accounting period was closed abefast Friday of the month.)

PERIOD FROM
MARCH 10, 1999 (DATE OF
COMMENCEMENT OF OPERATIONS) TO
JUNE 25, 1999
Revenues:
Transaction Revenues:
Fully electronic transactions.................... $ 1,230,092
Telephonic access electronic transactions ....... 4,564,942
Screen assisted open outcry transactions......... 1,756,278
Total transaction revenues................. e 7,551,312
System services fees.....coooovvvvieeinicceeees e 4,966,294
Total reVENUES.....ccovcveveiicee e 12,517,606
Expenses:
Compensation and employee benefits............. L 8,215,463
Occupancy and equipment 3,458,487
Professional and consulting fees................. 1,715,869

Communications and client networks .............. . L 1,324,240

Transaction services fees...........ccccveeenn. 430,532
Administrative fees..........cccccvceveenns 548,536
Other . e 511,778
Total eXPeNnSesS....ccovvvvvccvvviieeee 16,204,905
Loss before benefit for income taxes............... L $(3,687,299)
Revenues:
Transaction Revenues:
Fully electronic transactions.................... 9.8%
Telephonic access electronic transactions 36.5
Screen assisted open outcry transactions......... 14.0
Total transaction revenues................. e 60.3
System services fees 39.7
Total reVENUES....ccoovvieveciiieeee e 100.0
Expenses:
Compensation and employee benefits............... 65.6
Occupancy and equipment................... 27.6
Professional and consulting fees.......... . 13.7
Communications and client networks .............. 10.6
Transaction services fees..........cccccuueeeen. 3.5
Administrative fees 4.4
Other......ooiiiieee e 4.1
Total eXPeNSEeS....cccovveeviciieeeeeeeee e 129.5
Loss before benefit for income taxes............... L (29.5)%
REVENUES

Transaction Revenues

We operate interactive electronic marketplaces.providing these services, we receive a percerghtfee commission revenues ranging fi
2.5% to 100% from Cantor's marketplace businessgsraiing on the type of electronic services praVide the transaction. Revenues are
recognized as follows:

Fully Electronic Transactions--Cantor collects am behalf and remits to us 100% of commissions pgidlients for execution of fully
electronic transactions on our eSPEED (Service Mayktem. A fully electronic transaction is onenihich an order is electronically
transmitted to eSpeed directly by the client. Themo Cantor broker involved in the transacti



Telephonic Access Electronic Transactions--We kex@&po or 45% of commissions paid by clients to eSpepending on the type of
transaction. A telephonic access electronic traigacs one in which the order is called in to akker at Cantor, who in turn enters the trade
into our eSPEED (Service Mark) system.

Screen Assisted Open Outcry Transactions--We recb% of Cantor's revenues derived from scredstadopen outcry transactions. A
screen assisted open outcry transaction is a thedés executed without the benefit of an eledtrander matching system where we supply
other marketplace transaction related technologyicsss.

We are pursuing an aggressive strategy to migtiatdé @antor's financial marketplace products toa ©8BPEED (Service Mark) system and,
with the assistance of Cantor, to continue to ereatv markets and aggressively convert new clientsir eSPEED (Service Mark) system.
No client of ours accounts for more than 10% oftoamsaction revenue
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System Services Fees

We provide network, data center and server admatigé support and other technology services ta@aklVe charge Cantor for these
services commensurate with our costs of providigé services. These revenues are received frotorGard represented 39.7% of reven
for the period from March 10, 1999 to June 25, 1999

EXPENSES
Compensation and employee benefits

We currently employ approximately 330 professionsibstantially all of whom are full time employesso are located predominantly in
New York and London. Compensation costs includargabonus accruals, payroll taxes and costs ol@ra-provided medical benefits for
our employees. We intend to hire additional techinisales and marketing, product development andrastrative personnel from within and
outside Cantor in order to expand our businessa Aesult, we anticipate that compensation experseincrease significantly in subsequent
periods.

Occupancy and equipment

Occupancy and equipment costs include depreciatioccomputer and communications equipment and aratign of software owned by us,
lease costs of other fixed assets leased by us@amtor and a charge for premises costs from Carboed assets are reflected as if they v
contributed to us by Cantor in a non-cash transaaffective March 10, 1999 at their then curregttbook value (cost less accumulated
depreciation) of $7,370,560. We are a sub-lessoedhin computer-related fixed assets from Cantach, in turn, leases them from third
parties under operating lease arrangements atind¢esled to equal costs incurred by Cantor. Ourpegent expenses should increase as we
continue to invest in technology and related eqeipin

Professional and consulting fees

Professional and consulting fees consist primarfilponsultant costs paid to outside computer psibesls who perform specialized
enhancement activities for us. We currently haved@#racted consultants and additional outsideiceiproviders working under short-term
contracts costing approximately $500,000 per manthe aggregate. The costs of professional legahsel to date have not been significant,
however, as we continue to expand our businesdtadi these expenses will likely increase overftireseeable future.

Communications and client networks

Communications costs include the costs of localwaiag area network infrastructure, the cost ofldighing the client network linking clients
to us, data and telephone lines, data and teleplsagee and other related costs. We expect such toosicrease as we continue to expanc
new marketplaces and geographic locations andlestaulditional communication links with clientsowever, certain communications costs
are decreasing globally due to increased compefiitidhe communications industry. This may or maynesult in a decrease in our
communication costs.

Transaction services fees

Under the Joint Services Agreement, we are requar@ay to Cantor a transaction fee of 10%, 209586 depending on the type of
transaction, of commissions paid by clients relatefiilly electronic transactions services relatethe transaction depending on the type of
transaction. As we continue to sign up new clieintgpnjunction with Cantor, and the volume of Ingsis processed in the fully electronic
brokerage channel increases, this expense andatesbevenues will also increase. See "Relatigngfith Cantor--Joint Services
Agreement."
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Administrative fees

We have entered into an Administrative Serviceseggrent with Cantor under which Cantor providesotariadministrative services to us,
including, but not limited to, accounting, tax,esmbnd marketing, legal and facilities managem#etare required to reimburse Cantor for
costs of providing such services. This amount ayetapproximately $150,000 per month for the peeioded June 25, 1999. As we expand
our business, the services provided by Cantor armhrdingly the expense, will likely also increa&s.circumstances warrant, we will
consider adding employees to take over such sarffioen Cantor. See "Relationship with Cantor--Adistirative Services Agreement.”

Other expenses

Other expenses consist primarily of travel, proomi and entertainment expenditures. These exp&nbedso continue to increase over the
foreseeable future as we seek to expand our bssines

LIQUIDITY AND CAPITAL RESOURCES

During the period ended June 25, 1999, we genecatsltl from operations of $1,151,842. This washattable to offsetting the costs of
funding our net loss of $3,595,076 through amopaigble to Cantor and accruals for compensatiorbandfits.

Our cash flow is comprised of transaction reveraressystem services fees from Cantor, and our patytoeéCantor of various fees,
occupancy costs and other expenses paid by Camtmurdbehalf. Under the Administrative Services égmnent, any net receivable or pay:
is settled monthly.

Our ability to withdraw capital from our regulatbbker-dealer subsidiaries could be restrictedctvim turn could limit our ability to pay
dividends, repay debt and redeem or purchase sbhoes outstanding stock.

We believe that cash flow from operations and thtepnoceeds of this offering will be sufficientftond our working capital needs and capital
expenditure requirements for at least the next @aths. In the event we consummate any acquisitiwasnay need to incur indebtedness or
raise public or private debt or issue equity tgtelance any such acquisitions. There is no asserthat any such financing will be
obtainable on acceptable terms or at all.

IMPACT OF THE YEAR 2000

The year 2000 computer problem refers to the piaieior system and processing failures of dateteelalata as a result of computer
controlled systems using two digits rather tharr towdefine the applicable year. For example, campprograms that have time sensitive
software may recognize a date represented as D@ gear 1900 rather than the year 2000. This caddlt in a system failure or
miscalculations causing disruptions in operatiomsduding, among other things, a temporary inapiiit process transactions, send
transmissions to clearing agents or engage inaimdrmal business activities.

Our year 2000 plan is part of normal day to dapimfation Technology (IT) department efforts, usixisting staff. Over 150 IT employees,
including 20 systems managers from eSpeed and wiheagers from Cantor, are responsible for addrgggitential year 2000 problems,
including identification, assessment, repair arstirig of their respective applications and systeriesr 2000 managers meet monthly to
discuss critical paths, modify priorities to adjtstunforeseen problems and review the master3@@a0 project plan.

We and Cantor have thoroughly tested all missidical systems using the testing procedures andii¢gs that have been established for the
Wall Street testing program conducted by the Sgearindustry Association. In order to ensure coamae, each system must complete four
levels of testing:

(1) unit testing to determine whether each indialcapplication's functionality remained intact;
(2) integration testing to validate two or more gdiant systems perform as expected,;
(3) point-to-point testing to validate that cliestl have expected functionality; and
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(4) industry-wide testing to show functionality Ween other participants. In addition all applicatidiave participated in individual point-to-
point testing as required.

We and Cantor have completed our internal inforamatechnology and non-information technology assess and testing, and we believe
that our and Cantor's internal software and hardwgstems will function properly with respect taegain the year 2000 and thereafter. Our
and Cantor's contingency plan in the event of gsyesn failure due to the year 2000 problem wiltdenanually process trades.

Cost

Based on our and Cantor's assessment to daten@@amtor's combined costs associated with upgtadesrdware and software, testing and
remediating our systems are approximately $7.5anillThe majority of this was incurred prior to @mammencement of operations. We
anticipate incurring an additional $250,000 to ctetgour year 2000 project activities.

Risks

Because we and Cantor are dependent, to a vertastibbdegree, upon the proper functioning of catapsystems, the failure of any
computer system to be year 2000 compliant coulatrizdy adversely affect us. Failure of this kinoutd, for example, cause execution of
trades to be inefficient or even to fail, leadrioamplete or inaccurate accounting, recording ocgssing of trades or result in generation of
erroneous results or adversely affect our abititdévelop new products. If not remedied, potemisdds include business interruption or
shutdown, financial loss, regulatory actions, rafighal harm and legal liability.

MARKET RISK ISSUES
In the normal course of business, we maintain meritory of securities and, as such, we are noestib) market risk on such investments.
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BUSINESS
OVERVIEW OF OUR BUSINESS

We operate interactive electronic marketplacesgiesi to enable market participants to trade séesiid@nd other products in real-time, more
effectively and at lower cost than traditional iredenvironments. Our current marketplaces are bgdthancial institutions and wholesale
market participants to trade in a wide range obgldixed income securities, futures, options atigepfinancial instruments, including
government securities denominated in U.S. dolBmsps, Yen, British Pound Sterling, Canadian delkand currencies of emerging market
countries, as well as securities of U.S. agenomesicipal securities, Eurobonds, corporate bondisadhner global fixed income securities and
U.S. Treasury futures. We operate the largest glelbatronic marketplace for U.S. Treasury seaesiind leading global electronic
marketplaces for the other fixed income securgied financial instruments which have been convedesir eSPEED (Service Mark)
electronic trading platform. Our current marketglacurrently process financial instrument transastiof over $150 billion per day, of which
approximately $6 billion are wholly electronic ordeot involving any person as an intermediary. uenues are driven by trading activity
and volumes in our marketplaces.

We believe we operate the only electronic markegdaused for trading in multiple securities andficial and non-financial instruments on a
global basis. We also operate a U.S. Treasurydatakchange marketplace that is known as CANTORHEXXIGE (Service Mark). It is the
first fully electronic futures exchange for thedirzg of U.S. Treasury futures and will serve asmatform for the electronic trading of a brt
range of futures contracts globally. Over 500 tnsitins worldwide participate in our marketpladesjuding the 25 largest bond trading firi

in the world, as identified by Euromoney Magazikst of these institutions use our proprietary eSPEService Mark) screen displays
and/or trading platforms, which allows us to deliWdormation and execute transactions in real-tihmeugh their security "firewalls". We
have devoted significant resources to developirmthrrangements, providing point-to-point linesnstructing hubs and creating software
protocols to establish connectivity through thefsewalls” in order to securely deliver data an@exte transactions for our clients.

Our interactive electronic marketplaces are powesedur eSPEED (Service Mark) system, which emptmyrsprivate electronic real time
network and proprietary transaction processingasaof. Our system supports execution of tradesriatigrby Cantor and enables fully
electronic trading by our clients. We believe thesmponents form one of the most robust tradingesys in the world. The network is
distributed and redundant and permits market ppaiits to view information and execute trades fraetion of a second from locations
around the globe. Our trades are processed usinGRACTIVE MATCHING (Service Mark), our proprietaryyles-based trading method
that interactively executes the orders of multiplerket participants. For example, some of the refeployed in INTERACTIVE
MATCHING (Service Mark) provide participants thaedirst to make a bid or offer, and first to aottbe bid or offer, with priority in the
auction process. INTERACTIVE MATCHING (Service Mamncourages trading by giving the successful agiarticipant in a transaction a
time-based right of first refusal on the next gale¢hase. Because of its unique trading rules,eliey® that INTERACTIVE MATCHING
(Service Mark) is attractive to both large and $mmadrket participants and represents a competiii@antage over other existing electronic
trading systems.

Concurrent with this offering, Cantor is contrimgito us the proprietary software, network distiithu systems and technologies that we refer
to as our eSPEED (Service Mark) system. We willkntorprovide multiple electronic markets for tracisans in securities, other financial
instruments and other financial and non-financradpicts. Cantor will continue to provide telephoaicess for those clients who want it and,
where applicable, Cantor or a third party will piaevclearing and other transaction support seniitésmdes in which we participate. Cantor
currently operates the largest wholesale marketdiaicU.S. Treasury securities and leading markegs for many other fixed income
securities and financial instruments. Cantor ajserates other non-financial markets, such as eneoggmodities and acid rain emissions.
We have converted 11 of the largest Cantor mar&edys!, including U.S. Treasury and European govemhsezurities, to our electronic
trading platform. We intend to convert all of Catgaemaining marketplaces to our electronic trgditatform by the end of 2000. Cantor has
been a leading global broker-dealer of fixed incameurities over the past 25 years. Cantor devdldpeworld's first screebased brokerag
market in U.S. government securities in 1972. Todmntor executes in excess
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of $35 trillion in transaction volume annually aisca major facilitator, and, in some cases, pravideliquidity in numerous financial
products through its offices in the United Stat@anada, Europe, Asia and Africa. We believe owati@hship with Cantor is a significant
competitive advantage. Our eSPEED (Service Markesy provides the only way to electronically acd@astor's marketplaces.
Consequently, we believe that clients will be sglgrmotivated to use our interactive electronic kegplaces.

Our objective is to be the leading provider of iatgive electronic marketplaces worldwide. Ourtsig to achieve this objective includes (1)
focusing exclusively on developing and operatirtgriactive electronic marketplaces; (2) expandirgrthmber of financial and non-financial
products in our electronic marketplaces; (3) migatlients to fully electronic trading; (4) levgiag existing eSPEED (Service Mark) sys
connectivity to deploy new products and servicBsg(eating retail access to wholesale marketpltmeixed income securities and other
financial products; (6) pursuing acquisitions atrdtegic alliances; and (7) leveraging our eSPE&&n{ice Mark) system for use in other
business-to-business and consumer markets.

OUR INDUSTRY

Our initial markets include global fixed income sgties, futures, options and other financial pratduHowever, our potential markets incl
any fungible products, goods or services whichlmaquantified and bought or sold.

Wholesale Fixed Income Securities Trading. Thedikeome securities market is one of the largestricial markets in the world. In the
United States alone, there are over $13 trilliofixafd income securities outstanding, and in th&.GGovernment Securities market alone,
there is reported to be approximately $200 bilkotlay in trading just among the primary dealersthei clients. Other fixed income
instruments are traded widely, and in Europe, Asid the emerging markets there are another appatedyn$13 trillion of fixed income
securities outstanding and trading on a daily b&siEurope, the creation of the Euro has manitkatenarket second only to the United St

in breadth. We expect continued significant groimtthese fixed income markets as the issue of nayréranslation is removed as an obstacle
to the development of a large unified Pan-Europearket for securities.

Futures and Options Trading. Futures and optiadirtg is a leading financial activity throughou tivorld, with contracts traded on a wide
variety of financial instruments, commodities andéxes. Futures and options provide several impbetzonomic benefits, including the
ability to shift or otherwise manage market riskplrt because these markets provide the opportianiteveraged investments, they attract
large pools of risk capital. In 1998, over 1.5ibiil futures contracts were traded in the worldtares markets, and over 750 million options
contracts were traded on a variety of exchangese@ily, most of that trading is still being done @pen outcry exchanges, but there has

a significant movement towards the conversion e¢hmarkets to electronic trading. To date, thet suoscessful initiatives have been made
in Europe. We believe that there is significantanbynity in the continued conversion of these merke electronic networks, such as our
own.

Traditional Trading Methods for Financial Marketyga. In both the fixed income and futures markedsling practices historically have
centered on a method of trading known as "openrgUtahere all trading activity is focused on a trahphysical location, or pit. This meth
of trading can create significant value for the keaparticipants in the pit, who often have act¢edsetter and more timely market informat
than other market participants. All other markatipgants have to access the market through #igral location. Additionally, in order to
access the pit, individuals and institutional tradaust send their orders through several layersidfllemen, who assist in handling such
orders. This process is inefficient. In today'silgaegulated open outcry U.S. futures markets efcample, an order can be routed through
multiple people during its execution, adding sig@int costs to the transaction. Virtually all Uf@&ures exchanges are controlled by their
members and floor traders. Professional brokeredgatraders, institutional traders and individuwalgrently must trade with these floor
members, who are the market makers. These fa@sudt in higher direct and indirect costs of tragecution.

[DIAGRAM OF ROUTING OF TRADES IN AN "OPEN-OUTCRY" S YSTEM]
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Limitation of Traditional Trading Methods. Whileattitional financial markets facilitate large volutnading, they have significant
shortcomings. Direct access is substantially lichdead, therefore, many investors may not receiffeieft pricing. Transaction costs are
relatively high due to the number of people involne an open outcry system. Execution can be dhvagram trading is difficult to
implement because of the current manual naturkesfet markets, especially programs designed to atitatly and simultaneously execute
multiple trades in different, but related, finang@eoducts. Significant expense is also incurregdrivcessing, confirming and clearing paper-
based trades. Additionally, institutions incur sigant expense implementing compliance progransged to monitor and manage the
exposure of individual professionals, as well &sehtire enterprise. Because trading is papertelaghone-based, these compliance
programs are expensive to manage, produce delaf@thiation and can be circumvented. Thereforeitingins bear increased risk. Finally,
all of these impediments to trading limit volumeddiguidity. Typically, one would expect the volurn&a market to increase as the direct
indirect costs of participating in the market dese

Emergence of Electronic Exchanges. Many financiahanges worldwide, including certain exchangesrance, Germany, Japan, Sweden,
Switzerland and the United Kingdom, are now pdytiai completely electronic. In the United Statieswever, trading in many types of
financial instruments continues to be conductenharily on open outcry exchanges. Recently, manhaxges have introduced side-by-side
markets for voice and electronic access and, asudty have created separate pools of liquidityrédeer, substantially all of the electronic
trading systems introduced internationally anchim tynited States have been implemented on a rddias&. Most of these systems provide
limited market liquidity and are designed to accomdite trading in one or a limited number of se@siand financial products, typically
equity securities. We believe that wholesale mapketicipants and institutions will ultimately lodér a limited number of marketplaces to
meet most of their trading needs. This is becaumdeh participants will not want to work with mylke trading platforms and connect their
information technology platforms and complianceguamns to a large number of disparate systems. Wevbahe trend toward electronic
trading will continue and will ultimately result Bn majority of markets worldwide becoming fully etinic.

In addition, recently there has been consideraisleudsion regarding the move toward the demutu@izaf exchanges. Exchanges have
historically been operated on a not-for-profit Isderr the benefit of their respective members, thiglgovernance structure has limited their
ability to adopt new technologies and respond duittkmarket changes. In response to technologidehnces in trading systems, many
exchanges are contemplating the reorganizatiohadf bwnership and management structures and akéngeto form alliances with strategic
partners. These developments have created, amkjaeeted to continue to create opportunities foategic acquisitions and alliances.

On-line Trading. Favorable investing environmemtd advances in technology have led to the rapi@ldgment of on-line and traditional
retail brokerage businesses. Technological advammes created new and inexpensive means for indiidivestors to directly access
markets on-line and participate in the securitieskats. According to International Data CorporaiftiC), the number of on-line brokerage
accounts grew from approximately 1.0 million at émel of 1994 to over 6.4 million at the end of 19@®resenting $324.0 billion in assets
and over 300,000 trades per day, primarily in ggsgtcurities. IDC also estimates that, by 2002, 8d%vestors will trade on-line, and there
will be over 24 million on-line accounts, a 275%rnease from 1998. Despite the growth in online antoand access to public equity
markets, there has been very limited access fail taternet trading in fixed income securitiestuites, options and other wholesale financial
instruments at cost-effective pricing and spre¥lds believe that the emergence of electronic malkke#is which promote greater liquidity,
enhanced access and more efficient pricing willdase trading among retail investors.

OUR ELECTRONIC MARKETPLACE SOLUTION

We operate a private electronic real-time networkwholesale financial markets through which we@renected to most of the largest
financial institutions worldwide. We have installedthe offices of our existing client base, comsjory more than 500 leading dealers, banks
and other financial institutions, the technologfyastructure necessary to provide price informatind trade execution on a real-time basis in
a broad range of securities and financial instrusiée believe our eSPEED (Service Mark) systenblesaus to introduce
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and distribute a broad mix of products and servwaese quickly, cost effectively and seamlessly thampetitors.

Our eSPEED (Service Mark) system (1) has a flexdlelign which allows us to quickly and easily addinancial instruments and trading
models; (2) uses a highly redundant network distidim system, which we believe is one of the mobtist systems in operation, and which
enables us to provide access to a broad mix ofratgueal-time market data and fast and highlpbéd trade execution; (3) is designed to
minimize the need for human intermediaries in tadihg process by providing clients with multipletimods of accessing our marketplaces
and executing trades directly; and (4) uses INTERIME MATCHING (Service Mark), our proprietary, ridebased trading method that
interactively executes buy and sell orders of rplétiraders. These system features enable us tatefle only integrated trading network
engaged in electronic trading in multiple produaotsl marketplaces on a global basis.

The benefits of our eSPEED (Service Mark) systertuite the following:

Real-time Price Dissemination and Execution. OWRESD (Service Mark) system provides clients with divility to access pricing and other
information and execute trades instantaneouslgppssed to traditional trading methods which previss timely information, and less
efficient trade execution.

Lower Transaction Costs. Our eSPEED (Service Msyk)em streamlines the entire trading processitiredting the significant layers of
manual intervention which currently exist at bdib front-end of the process, including order entrgfching and postings functions, as well
as at the middle and back-end of the process @ear settlement, tracking and reporting functioresulting in significantly lower
transaction costs for our clients.

Multiple Product Program Trading. Our eSPEED (SmrWiark) system provides our clients with the &ptio execute sophisticated and
complex transactions and trading strategies, imetuthe trading of multiple products across mudtiplarkets simultaneously.

Greater Accuracy. Our eSPEED (Service Mark) systeudes verification mechanisms at various starjeke execution process, which
result in significantly reduced manual interventidecreased probability of erroneous trades ane moecurate execution for clients.

Integrated Compliance and Credit Risk Functions. €8PEED (Service Mark) system includes a compighemange of compliance and
credit risk management components which perfornesderitical functions, including: (1) continuoyshonitoring trading activity to ensure
that clients are staying within credit limits; @)tomatically preventing further trades once criualits have been exceeded; and (3) evalu
and calculating positions and risk exposure acvagsus products and credit limits. These riskdirand compliance tools are highly
sophisticated and can be customized for our clientsintegrated into their information technolodgtforms.

Highly Efficient Pricing on llliquid Securities. @UMOLE system enables us to provide prices foquiid financial products through multiple
trades in other related financial instruments. €hesilti-variable trades are extremely difficulteecute in traditional markets due to their
complexity and the slow speed of manual execution.

Ability to Automate Back-Office Functions. Our eSPE (Service Mark) system automates previously paged telephone-based transaction
processing, confirmation and other functions, saruslly improving and reducing the cost of clibaick-offices, and enabling straight-
through processing.

Improved Access for Retail Investors. Our eSPEE&N(Be Mark) system enables online and traditioatdil brokers to provide clients with
real-time access to previously unavailable whotesadrketplaces for fixed income securities, futuogsions and other financial instruments.
We believe that this will increase retail interiesthe trading of these financial products andtfertenhance the overall liquidity and efficie
of the market.

We believe our eSPEED (Service Mark) system pravigewith significant competitive advantages owéstang electronic trading systems
and new entrants seeking to develop and introdottet electronic trading systems to the globalisgies and financial instruments
marketplaces. We also believe that the time and
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expense required to develop and install electryaiting networks will serve as a significant barteéeentry to many other potential
competitors.

OUR STRATEGY

Our objective is to be the leading provider of iatgive electronic marketplaces in the world. Whelve we can extend our expertise in the
creation of real-time electronic marketplaces tw@ad range of financial and non-financial produstd services. Our strategy to achieve this
objective includes the following key elements:

Focus Exclusively on Developing and Operating kntéve Electronic Marketplaces. We intend to cdigigson the trend toward the increased
use of electronic trading platforms by focusing business exclusively on the development and dperaf interactive electronic
marketplaces worldwide. We believe this operatidoalis provides us with a significant advantager @eenpetitors that have multiple and
sometimes conflicting business objectives, rigidibass practices and cumbersome ownership strgahesiemay impede their ability to
efficiently develop and implement electronic tragliplatforms of their own.

Expand the Number of Financial and NBimancial Products in Our Electronic Marketplag@ar electronic marketplaces currently handle
trading of financial products which have amonghighest average annual trading volumes of all fanrproducts, including U.S.
government securities, U.S. Treasury futures, nd-G-7 government bonds, Eurobonds, corporatedy@upbncy securities, U.K. gilts,
emerging markets securities, U.S., European aret otipurchase agreements and municipal bonds. &vet@lsignificantly expand the types
of securities and financial products traded inmarketplaces. Our goal is to include in our eleutranarketplaces the full range of fixed
income securities, futures, options and other seesiand financial products that are currentlylé in today's markets worldwide. Initially,
we will focus our expansion efforts on the secesitand financial instruments traded by Cantorlth&e not yet been converted to electronic
trading. We expect to further extend our markegsato include additional financial products throagvariety of approaches together with
Cantor or other strategic partners. Ultimately,expect to provide the most comprehensive accesetwading of financial products
anywhere in the world.

Migrate Clients to Fully Electronic Trading. Curtbnless than 2% of the trades executed in oukstptaces, representing $6 billion in
volume, are executed on a fully electronic bastbeuit the assistance of a broker. We intend toigoatto migrate substantially all of Cant
clients to a fully electronic trading environmeie believe the ease of use, low price and efficdsecution that our electronic marketplaces
afford will encourage clients to convert their tiragito fully electronic trading. We have a teanowér 30 persons dedicated to enhancing
client awareness of the advantages of electroaiting and providing client support in migratingdireg activity to a fully electronic trading
format, and we intend to increase that number. & expect to leverage Cantor's historical cliehtionships in connection with these
efforts.

Leverage Existing eSPEED (Service Mark) System @otivity to Deploy New Products and Services. CBIPEED (Service Mark) system
provides connectivity to, and the opportunity teadtonically interact with, a global client basattncludes dealers, banks and financial
institutions at hundreds of sites around the glé{sea result, a significant number of our majoests currently have installed the hardware
necessary to trade on a fully electronic basididiitg the existing infrastructure and flexible hitecture of this system, we will be able to
install, within a few hours, with relative ease atdnarginal incremental cost, the componentswiilbenable a client to electronically trade
additional types of securities and financial praduVe expect access to this existing real-timéalprivate trading network to enable us to
introduce and distribute a broad mix of electrdnécling products and services, more quickly, ctiscévely and seamlessly than competit
without access to such a network.

Creating Retail Access to Wholesale Markets foeHBiincome Securities and Other Financial Prodiesintend to create retail
marketplaces to enable online and traditional retakers to provide their clients with real-timecass to previously unavailable wholesale
marketplaces for retail trading of fixed incomesdtes, futures, options and other financial instents. While retail investors generally have
been able to buy and sell equity securities as@ime prices and spreads as wholesale market partisiand
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institutional investors, this has not been the egile fixed income securities, futures, options atiger financial instruments. We believe our
eSPEED (Service Mark) system will expand markegdaand/or retail volume and enhance executioretailinvestors.

Pursue Acquisitions and Strategic Alliances. Weridtto capitalize on the highly fragmented natdre financial marketplaces and the
trends toward exchange demutualization and coregadidl among regional and global market participais expect to pursue an acquisition-
based growth program that will enable us (1) tauregqcomplementary technologies and service cafiabiln a cost-effective manner and (2)
to broaden our product base and the securitiesatgitk which we provide our electronic trading s&s. We will seek to enter into joint
ventures and other strategic alliances to creatéiadal liquidity in the global financial productsarkets and to attract new trading
participants to those markets. We believe the Ifliéigy afforded by our corporate governance stroetwill enable us to implement these
strategies, as well as to anticipate and respodételopments and trends in the global financiaketa, more efficiently than competitors,
such as exchanges, which have a broadly dispersatbership and cumbersome management structure.

Leverage Our eSPEED (Service Mark) System for ds@ther Business-to-Business and Consumer Matétdelieve that our eSPEED
(Service Mark) system is easily adaptable to gineducts. Because of the scale of the system arghgie of adaptability, we believe our
eSPEED (Service Mark) system and INTERACTIVE MATGHE (Service Mark) will have applications acrossaaul range of products,
including Internet-based marketplaces for a widayaof consumer goods and services, particuladgetinvolving multiple buyers and
sellers. We are well positioned to leverage sigaiit costs and efforts which have been incurretbt@lop our eSPEED (Service Mark)
system to quickly create electronic markets in denange of products.

OUR TRADING SERVICES AND TECHNOLOGY PLATFORM

Electronic marketplaces are emerging as significaetactive mediums for trading financial and rforancial products. In an electronic
marketplace, substantially all of the participaatdions are facilitated through an electronic rmedisuch as a private electronic network or
the Internet, which limits the need for actual do-face" or "voice-to-voice" participant interiact.

In our electronic marketplaces, participants malyegielectronically execute trades themselves lbboakers/terminal operators who input
trade orders for them. In a fully electronic tradi stages of the trade occur electronically. phgicipant inputs its order instructions directly
into our electronic trading system, using a keypan application programming interface or othdtvgare. The system provides to the
participant, normally within 300 milliseconds, anm-screen confirmation that the participant's ottkes been accepted. Once the trade is
matched, the participant receives an on-screee tadfirmation. Simultaneously, an electronic conéition is sent to the participant's back
office system enabling straight-through proces$imghe participant. A broker/terminal operatoriatesl trade is executed in substantially the
same manner as an electronic trade, except thieiparit telephones a broker/terminal operator wipuis the participant's order into our
electronic marketplace system. Over time, we expkectronically brokered trading to be the predanirtrading method in our marketplac
However, through our affiliation with Cantor, waeénd to maintain broker/terminal operator tradiagabilities. Unlike most traditional
exchanges which have created sideslile markets for voice and electronic access and,rasult, have created separate pools of liguliditr
markets operate seamlessly. Fully electronic anldyfterminal operator orders are transacted withineSPEED (Service Mark) system,
resulting in one pool of liquidity. Retail invessowill participate in our online marketplaces forancial products through their online or
traditional retail broker. Retail investors willlfow their retail brokers' order entry procedur@sice a retail broker confirms its client's
account status, suitability and creditworthiness, systems will route the online order to our apiate electronic marketplace. We will
receive transactional fees from retail brokerssfmabling their retail clients to trade on-line ir anarketplaces.

Our electronic marketplaces operate on a provdmtdogy platform that emphasizes scalability, permfance and reliability. Our technology
platform consists of (1) a proprietary, internallgveloped network distribution system,

(2) transaction processing software which inclugl@soprietary order matching engine, a credit aslidmanagement system, security pricing
engines and associated middle and back office
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operations systems and (3) client interfaces. Tegethese components enable banks, broker-deatetsither participants in our
marketplaces to cost-effectively trade financiadarcts on a real-time basis.

[DIAGRAM OF INTERACTIVE MATCHING (Service Mark) SYS TEM]

Network Distribution System. Our eSPEED (Serviceljlaystem contains a proprietary, sophisticatéghli redundant "hub and spok
TCP/IP digital network. This network uses Ciscot8gss network architecture and has points of presanthe major financial hubs of the
world, including New York, London, Tokyo, FrankfuRaris, Milan, Chicago, Los Angeles, Toronto aolkdahnesburg. This network is
comprised of over 50,000 miles of cable and ovér @&work routers and uses 200 high capacity ssgreers. This internally designed
distribution network provides connections with 0880 financial institutions, including most of tlegest financial institutions in the world.
The redundant structure of the system providesugaekd re-routing of data transmission if one spafke hub fails. This backup is critical to
maintaining our clients' real-time connections $o\We believe it is one of the largest and mostisbinteractive network distribution systems
currently in operation.

This distribution system accepts orders and postimgeal-time and distributes market price infotiora generally in 300 milliseconds. The
network can transport 150 million bits of infornmtiper second around the world and is currentlpingat approximately 12% of capacity.
In addition to our own network system, we alsordiste encrypted data and receive trading inforamatrom clients using the services of
multiple, major Internet service providers throughthe world. These connections enable us to tfiternet-based trading to our global
clients.

Transaction Processing Software. Our software egidins have been developed internally and arealdntour eSPEED (Service Mark)
system. Our order matching trading engines opématealtime, facilitating efficient interaction betweenymurs and sellers. Our credit and
management systems monitor and regulate thesedagdrsellers, limiting market and credit risk. @ticing engines provide prices for
illiquid financial products through multiple tradesother related financial instruments. Thesedhmetical applications work together
seamlessly and are supported by middle and baaedfbftware that verifies, confirms, reports, efitracks and, if applicable, clears each
trade.

o Trading Engines. Our trading engines use INTERAMEITMATCHING (Service Mark), our proprietary ruldsased method, to process in
excess of 150 transactions per second per protiiese engines were developed to support tradihgmigeneous products (products with
the same underlying characteristics, such as govenhbonds and futures contracts), and heterogern@oducts (products which may be
similar, but which have some aspects that difféatethem from other products in the same class) as municipal bonds, corporate bonds
and Eurobonds). These trading engines are destgriesmodular and flexible to allow modificationarder to apply them to other markets.
In Europe, for example, we have added a compohahtlows us to process the trading of debt intiplel currencies. Our trading engines
have embedded security features and an added nres&ager to provide security from unauthorized.useaddition, we use encryption to
protect our clients that trade over the InterneheWWused together, our trading engines can traddearange of homogeneous and
heterogeneous products and can handle trades gaingsize from $1,000 to billions of dollars.

We believe our systems provide incentives for ¢tti¢a actively participate in our marketplaces. &ample, INTERACTIVE MATCHING
(Service Mark) provides incentives to participateur marketplaces, by encouraging participantadaie a bid or offer, and be first to act on
the bid or offer, with a period of exclusive prigrin the auction. In standard auctions, the inigenis for participants to wait until the last
moment to make a bid or offer. Our priority rulegeurage trading activity by giving the last susfekactive participant a time-based right
of first refusal on the next sale/purchase. In tholdj in many markets we have structured our pggnolicy to provide that the party that
provides market liquidity by inputting a price taybor sell pays less commission (or no commissibah the participant that acts on that
price. With our proprietary pricing and priorityles, our system is designed to increase activitytardraw participants into the auction. This
proprietary rules-based
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system is easily adaptable and, as part of ounbssistrategy, we intend to apply it in other financial markets for a variety of products
services.

o Credit and Risk Management Systems. Our crediti@k management systems are critical to the djperaf our real-time, electronic
marketplaces. Our proprietary credit and risk managnt systems perform a variety of functions: iytcontinuously monitor trades of our
clients to ensure that they have not exceeded ¢hedit limits,

(2) they can automatically prevent further tradimge a client has reached a pre-determined ciedlif &nd (3) they can evaluate trade
transactions and calculate both individual posgiand risk exposure across various products amtit éireits. These systems can also be n
available to our global clients to enable them tmitor the position of their traders and their at&who participate in our marketplaces. Tl
systems store client data relevant to credit asidmanagement, such as financial statements, clecliiments, contacts and internal analyses.
These systems also enable our clients to makelectrenic marketplaces available to their clientdlesmaintaining control of their trading
activity and risk.

o Pricing Engines. We have internally developedimlmer of sophisticated, analytical software tobl permit us to price financial products
that trade in less liquid markets and for whichrent pricing information is not readily availabfor example, MOLE is a computer
application that enables us to offer prices (amdefore create and enhance a marketplace) fordialgoroducts that have limited liquidity.
MOLE currently uses data from existing cash andrizd markets to calculate pricing for transactiwhsre no market prices currently exist.

o Middle and Back Office Applications. Our middlecaback office applications support clearance|esatint, tracking and reporting of trac
and provide links to outside entities such as theggnment Securities Clearance Corporation, NatiSeaurities Clearance Corporation,
Depository Trust Company, SWIFT, Euroclear and natisér global clearing organizations. In the finahmarkets, clearance and settlement
is the process by which a security and cash payarereaxchanged and the trade is completed. In saankets, the cash and security are both
passed to a clearing organization for settlemendtter transactions, both parties send either saalsecurity to Cantor and Cantor settles
trade and sends each party what is due (eitheraraslsecurity). Our reporting and accounting systare designed to ensure that all charges
and commissions for a trade are tracked and redofdlier accounting systems are designed to ensar®dloks and records are kept in
accordance with regulatory guidelines and accogrdtandards.

Client Interfaces. Our systems can be accessedibglients in four ways: (1) using our eSPEED (S=rWMark) proprietary software, (2)
using our application programming interface (ARI)ibk their networks and software applicationsedity to our systems, (3) through our
proprietary, real-time private distribution systamd the Internet (both for wholesale clients anddtail clients who participate in our
marketplaces through on-line and traditional reiedkers) and (4) through software developed iamtles with third-party vendors such as
QV Trading and SunGard/ASC. Our API enables cliémsonduct computer price updating, program trgéind straight-through processing.
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PRODUCTS CURRENTLY TRADING ELECTRONICALLY

The following table identifies the categories ofwéties and financial products which are tradedun interactive electronic marketplaces,
including the approximate average daily tradingumed of these financial products in all marketsl(idng our marketplaces):

WHOLESALE MARKET FINANCIAL MARKE T SIZE (1)
PRODUCTS (INB ILLIONS) DESCRIPTION

U.S. Government Securities $ 197.6 Debt obligations issued and backed by the full
faith and credit of the United States
government.

United Kingdom and European Government N/A Debt obligations issued by the United Kingdom

Bonds and European governments.

Eurobonds $ 55.0 Securities syndicated and sold interna tionally
and may be issued in a currency other than that
of the country of the issuer.

Corporate Bonds $ 10.0 Debt obligations issued by private cor porations
that may pay interest periodically and return
the face value of the bond at maturity

Agency Securities $ 53.3 Securities issued, or pooled, serviced and,
sometimes, guaranteed by government ag encies to
finance their activities, including cr edit
support of home mortgages and farm cre dit.

Emerging Market Government Bonds and $ 10.0 Securities issued by the governments a nd other
Emerging Market Eurobonds issuers in countries with developing e conomies.

They include Brady Bonds, which are U. S. dollar
denominated bonds that may be fully or partially
collateralized by U.S. Treasury zero-c oupon
bonds.

Global Repurchase Agreements and Reverse N/A Short-term sales of government securit ies with a
Repurchase Agreements (U.S., Europe and promise to repurchase the securities a t a higher
Emerging Market Countries) price. Repos and reverse repos are typ ically

overnight transactions used to finance
government bonds.

Municipal Bonds $ 8.8 Debt obligations issued by state and | ocal
governments.

Interest Rate Futures 1.1(2) Instruments that call for the delivery of
interest-bearing securities or their ¢ ash
equivalent at a specific delivery (or maturity)
date for an agreed upon price (the fut ure price)
to be paid at contract maturity. Inter est rate
futures exist for a number of financia |
instruments, including government secu rities and

Eurodollar deposits.

(1) Based on average daily electronic and non-eleitt trading volume.
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FUTURE ELECTRONIC PRODUCTS

The following tables identify the categories of wgiies and financial products which we expecteataded in our interactive electronic
marketplaces by the end of 2000, including the axiprate average daily trading volume of these fai@rproducts in all markets:

WHOLESALE MARKET SIZE(1)
FINANCIAL PRODUCTS  (IN BILLIONS) DESCRIPTION
Mortgage Backed $ 73.7 Securit ies that represent either an ownership claimin ap
Securities mortgag es or an obligation that is secured by a pool of
mortgag es.

Interest Rate Swaps $ 68.3 Contrac tual agreements entered into between two counterpar
under w hich each agrees to make periodic payments to each
for an agreed upon time based on a notional amount of prin

Oil, Natural Gas, N/A  Transac tions involving the delivery or price of oil, natur

Electricity, Foreign gas, el ectricity or foreign currency exchange.
Exchange
Canadian and Japanese N/A  Debt ob ligations issued by the Canadian and Japanese
Government Bonds governm ents.
MARKET
SIZE(1)(2)
(IN CONTRACT
FUTURES AMOUNTS) DESCRIPTION

Equity Index Futures 169,000 Instrum ents that call for the delivery of the cash equival
a stock index at a specific delivery (or maturity) date fo
agreed upon price (the future price) to be paid at contrac
maturit y.

Foreign Exchange 108,000 Instrum ents that call for the delivery of foreign currency

Futures specifi ¢ delivery (or maturity) date for an agreed upon pr
(the fu ture price) to be paid at contract maturity.

Energy Futures 255,000 Instrum ents that call for the delivery of an energy-relate
asset o r its cash equivalent at a specific delivery (or
maturit y) date for an agreed upon price (the future price)
paid at contract maturity. Energy futures exist for a numb
energy- related assets, including gasoline and crude oil.

Metal Futures 10,000  Instrum ents that call for the delivery of a metal or its ¢
equival ent at a specific delivery (or maturity) date for a
agreed upon price (the future price) to be paid at contrac
maturit y. Metal futures exist for a number of metals, incl
gold, s ilver and copper.

(1) Based on average daily electronic and non-eleitt trading volume.
(2) Number of contracts in millions.
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Options and options on futures products data s#t fielow do not include over-the-counter tradestprcts in which substantial volumes are
traded on a daily basis.

MARKET SIZE(1)
(IN CONTRACT

OPTIONS AND OPTIONS ON FUTURES  AMOUNTS) DESCRIPTION
Options on Interest Rate 343,000 Contractual obligations that give the holder the r ight
Products to buy or sell interest-bearing debt, such as Trea sury
notes, certificates of deposit or Securities guara nteed
by the Government National Mortgage Association, a ta

specified exercise price on or before a specified
expiration date.

Options on Equity Products 300,000 Contractual obligations that give the holder the r ight
to buy or sell the cash equivalent of an equity in dex
such as the S&P 500 at a specified exercise price on or
before a specified expiration date. An investor al S0
can buy or sell an option on an equity index futur e.

Options on Individual Equity 1,300,000 Contractual obligations that give the holder the r ight

Products to buy or sell an individual stock at a specified
exercise price on or before a specified expiration
date.

Options on Foreign Exchange 21,600 Contractual obligations that give the holder the r ight

Products to buy or sell a quantity of a foreign currency fo ra
specific amount of domestic currency at a specifie d
exercise price on or before a specified expiration
date.

Options on Energy Products 48,300 Contractual obligations that give the holder the r ight
to buy or sell a future contract on an energy prod uct
such as gasoline or oil at a specified exercise pr ice

on or before a specified expiration date.

Options on Metal Products 11,800 Contractual obligations that give the holder the r ight
to buy or sell a specific amount of metal such as gold
at a specified exercise price on or before a speci fied

expiration date.

(1) Based on average daily electronic and non-aeitt trading volume.
(2) Number of contracts in millions.
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SALES AND MARKETING

We expect to promote our electronic marketplacestmokerage-related services to Cantor's existiiegts and new clients through a
combination of sales, advertising, marketing anainasketing campaigns. We also expect to leveragéittorical client relationships of
Cantor's employees under the Joint Services Agreeé intend to build and enhance the eSPEED {&eMark) brand name recognition
through a sales, advertising and marketing camp#igexpect to market to retail clients throughadety of campaigns, including co-
marketing campaigns with our online and traditiamdil brokers. We intend to design our sales ketairg and advertising campaigns to
promote brand awareness and educate the marketpligaeling the nature of our electronic marketapeoducts and services and the
advantages associated with the automation of tgaalitivities, such as enhanced real-time infornmafliow, price transparency and more
direct and cost-effective market access, tightagsend instantaneous trade execution.

OUR CLIENTS

Clients for our marketplaces include banks, dealmskers and other wholesale market participawsy 500 of which currently participate in
our electronic marketplaces, including the 25 latdmnd trading firms in the world, as identifiegd Buromoney Magazine. Through our
eSPEED (Service Mark) system, we expect to enaddl brokerage firms to expand their businessegrbyiding them with the ability to
offer their individual clients the option of traditbonds and futures electronically in the same thiay trade equity securities and we expe:
include other marketplaces previously unavailableetail investors, or not available to them asoemble spreads or commissions.

We intend to provide to wholesale and retail ineestand to Cantor access to our electronic markedsland brokerage-related services
supported by our eSPEED (Service Mark) system. Mped that a significant portion of our clients winge brokers will add full electronic
access over the coming years. We also intend wigedo third parties and to Cantor the infrastovet including systems administration,
internal network support and operations and disast®very services, that is critical to providiindy electronic marketplaces for trading in a
wide range of financial products.

RESEARCH AND DEVELOPMENT

We devote substantial efforts to the developmedtiamprovement of our electronic marketplaces. Wikwdrk with our clients to identify
their specific needs and make modifications tosmftware, network distribution systems and techgiel® which are responsive to those
needs. We are pursuing a fquienged approach to our research and developnfentsef(1) internal development; (2) strategic paring; (3!
acquisitions; and (4) licensing. We have approxétyat 50 persons involved in our internal researuh development efforts. Our technology
team'’s objective will be to develop new productd services that employ proven technology desigongutdvide superior electronic trade
execution and marketplace services to our clidhtswill also focus our efforts on enhancing our Wieband Internet screen interface to
facilitate real-time markets, comply with the stardiinternet security protocol and future secypitytocols and migrate transactions to the
public networks in order to capitalize on the depehent of new commercial marketplaces. We are wointj to develop new marketplaces
and products using our internally developed apptoasoftware having open architecture and starelandaddition, we have forged strategic
alliances with organizations such as Sungard/ASLC@W¥ Trading through which we will work to develspphisticated, front-end trading
applications and products. We expect to licensdymts from and to companies where it is cost effeair profitable to do so.

COMPETITION

The development and operation of electronic tradmagketplaces in securities and other financiarimsents are evolving. As a result,
competition in these marketplaces is currently Veagmented. We expect to face competition fronumiper of different sources varying in
size, business objectives and strategy. Our eSRBERice Mark) system currently competes, and vpeelit to compete, directly and
indirectly, with (1) traditional trading methodsgciuding manual buy/sell order input by registelbeakers in response to telephone originated
requests and execution of trades in open outcdingepits on exchange floors, such as
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the Chicago Board of Trade, the Chicago Mercaii{ehange and other exchanges and the over-theeromarkets, (2) products developed
and used by exchanges and financial services figgaking to act as market intermediaries, (3) autediade execution services developed
by third party vendors for commercialization in &levrange of financial products markets, (4) thedpicts and services of market data,
information and communication vendors, such as &sutroup plc, Bloomberg L.P. and Bridge Informatfystems Inc., that have created
electronic networks which link them to most majorhcial institutions and that have attemptedome cases, to expand their networks to
include trading platforms, (5) consortia comprisédeading financial institutions and service pastis which have announced their intention
to explore the development of electronic tradingveeks and (6) in the event we extend the applicatif our INTERACTIVE MATCHING
(Service Mark) technology to conducting or factiitg real-time markets in commodity-type consumaods and services over the Internet,
both on-line and traditional sellers of these paisland services.

The electronic trading services we provide our whale clients enable them to expand the rangenates they provide to their ultimate
clients, which are also potential participantsim electronic marketplaces. We intend to structurerelationships with our clients and
conduct our operations to mitigate the potentiakifiss competition. We do not intend to use theeasdo the customer base of our wholesale
clients that we obtain in providing our electrotri@ding services to compete with these wholes#atd in other securities and financial
instrument transactions.

We believe our electronic marketplaces will comp@imarily on the basis of speed, efficiency, préeel ability to provide access to liquidity
to market participants.

OUR INTELLECTUAL PROPERTY

We have adopted a comprehensive intellectual ptppeotection program to protect our proprietamghteology. We currently have licenses
covering four of Cantor's patents in the United&taOne patent relates to a data processing systdrmethod for electronically trading
select items such as fixed income instruments. patents relate to a fixed income portfolio indeggassor. One patent relates to a syste
shared remote access of multiple application progray one or more computers. Foreign counterpattcgtions for some of these U.S.
patents have been filed. The licenses are excluskeept in the event that we do not seek to ouaable to provide to Cantor any requested
services covered by the patents and Cantor elett® mequire us to do so.

We also have an agreement to license several pghd# patent applications relating to various pHspects of our electronic trading
systems, including both functional and design atspéalditional patent applications likely will biefd in the near future to further protect our
proprietary technology.

We cannot at this time determine the significarfcany of the foregoing patents, or future pateifiissued, to our business. We can give no
assurance that any of the foregoing patents is ead enforceable, or that any of these patentddami be infringed by a third party
competing or seeking to compete with our business.

REGULATION

The securities industry and financial markets mthited States and elsewhere are subject to exéerggulation. As a service provider to
securities industry and financial markets, and eegistered broker-dealer, our business activii#sithin the scope of these regulations.
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Regulation of the U.S. Securities Industry and Brokr-Dealers.

As a matter of public policy, regulatory bodieghie United States and the rest of the world aregelthwith safeguarding the integrity of the
securities and other financial markets and withtquing the interests of investors participatinghase markets. In the United States, the SEC
is the federal agency responsible for the admatisin of the federal securities laws. Our U. S.rapieg subsidiaries are registered with the
SEC as, respectively, a brokeéealer and a government securities broker. Theylacemembers of the NASD, a self regulatory badwhich
all broker-dealers belong. Certain self-regulatmnyanizations, such as the NASD, adopt rules aathine broker-dealers and require strict
compliance with their rules and regulations. Th&€Sd self-regulatory organization rules cover masyects of a broker-dealer's business,
including capital structure and withdrawals, satesthods, trade practices among broker-dealersangsafekeeping of customer's funds and
securities, record-keeping, the financing of ckepurchases, brokelealer and employee registration and the condudirettors, officers ar
employees. In connection with a violation of thedes, the SEC, self-regulatory organizations aatesecurities commissions may conduct
administrative proceedings which can result in geasfine, the issuance of cease-and- desist oodiéh®e suspension or expulsion of a
broker-dealer, its officers or employees.

Effect of Net Capital Requirements. As a registdraaker-dealer and member of the NASD, we are stilbgethe Uniform Net Capital Rule
under the Exchange Act. The Uniform Net CapitaledRspecifies the minimum level of net capital a lem#lealer must maintain and also
requires that at least a minimum part of its adsetkept in relatively liquid form. Government sgties brokers must comply with similar net
capital requirements established in rules promelljay the U.S. Treasury Department. As of Augustl®89, if each of our U.S. subsidiaries
had been subject to the Uniform Net Capital Rule,rhinimum net capital required of each would Haeen $5,000. As of that date, each of
our U.S. subsidiaries had total net capital of agjpnately $90,000, or $85,000 in excess of the mimh amount that would have required as
of that date.

The SEC and the NASD impose rules that requirdioation when net capital falls below certain priédged criteria, dictate the ratio of debt
to equity in the regulatory capital compositiorediroker-dealer and constrain the ability of a bredtealer to expand its business under
certain circumstances. Additionally, the UniformtNBapital Rule and the NASD rules impose certafjuiements that may have the effec
prohibiting a broker-dealer from distributing orthdrawing capital and requiring prior notice to SIEC and the NASD for certain
withdrawals of capital. Because our principal aggitbe the ownership of stock in our broker-dealabsidiaries, these rules governing net
capital and restrictions on withdrawals of fundsldooperate to prevent us from meeting our findralidigations on a timely basis.

Application of Exchange Act to Internet Businesse Exchange Act governs, among other things, tleeatipn of the financial products
markets and broker-dealers. When enacted, the Bgehact did not contemplate the conduct of a séesrbusiness throughout the Internet.
Although the SEC, in releases and no-actions kettexs provided guidance on various issues retatdte conduct of a securities business
through the Internet, the application of the lawshie conduct of a securities business througlhntieenet continues to evolve. Uncertainty
regarding these issues may adversely affect thm@liyaand profitability of our business.

Financial Futures and Options. Financial futures @ptions in financial futures are subject to ragjoh by the Commodity Futures Trading
Commission (CFTC) under the Commaodity Exchange(B&A), and exchanges that provide facilities far ttading of those products are
also subject to CFTC regulation. As a service mtervio the Cantor Exchange, a futures exchangesaatiesignated contract market under
the CEA, we could be adversely affected by chaimy&svs or regulations governing the products @tk of the Cantor Exchange.

Exchange Regulation. Securities exchanges mustezgiith the SEC and comply with various requirataef the Exchange Act. Effective
April 1999, new rules expanded the scope of exchaiagulation to include many brokerage matchingeattution systems, such as the
matching systems which we support. The new rulgmsa various requirements relating to fair acaegsacity, security, record-keeping and
reporting. Our subsidiaries expect to comply witese requirements. Although we do not
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expect the compliance costs to be significant,sonsidiaries could encounter unforseen expensesiag=d with operation of these rules.
Regulation of the Non-U.S. Securities Industried Bnvestment Service Providers.

The securities industry and financial markets mBuropean Union and elsewhere are subject to @xteregulation. As the owner and
operator of electronic marketplaces for the sele@srindustry and financial markets, our businesisities may fall within the scope of those
regulations depending upon the extent to which rgecharacterized as providing a regulated investisenvice.

The securities industry in the member states oftlm@pean Union is extensively regulated by agenici@ach member state. European U
measures provide for the mutual recognition of l&iguy agencies and of prudential supervision mgkiossible the grant of a single
authorization for the provider of any investment/gees which is valid throughout the European Uniés an investment service provider in
the European Union, our principal regulators wdudhe United Kingdom Financial Services Autho(f$gA) and the Securities and Futures
Authority (SFA). The conduct of an investment beasis is also regulated by agencies in each of tter atember states in which we may
provide investment services. The provision of inrent services is also regulated by other agemtiether jurisdictions in which we operate
such as Hong Kong (the Securities and Futures Cesiom) and Japan (the local government agency atelédpy the Japanese Financial
Supervisory Agency).

As a matter of public policy, regulatory bodiegtie European Union and the rest of the world aeegdd with safeguarding the integrity of
the securities and other financial markets and withiecting the interests of investors participgiimthose markets. We are seeking
authorization from the SFA to provide investmentems in the United Kingdom and we intend to eisgour rights under the European
Union Investment Services Directive to provide simtestment services throughout the European Ur8anilar authorization applications
will be made in other jurisdictions such as Hongqhg@nd Japan where such authorization is necegsaperate an electronic marketplace.

The FSA, SFA and other regulatory agencies in tl@jiean Union may conduct administrative proceesiimich can result in censure, fine,
the issuance of cease and desist orders or thersiep or expulsion of an investment services pl@viThe applicable investment service
regulations cover minimum financial resource regients and conduct of business rules for all aizthdinvestment businesses.

Investment exchanges may be operated and auth@izieyestment businesses in the European Unibjeauo the provision of the
Investment Services Directive. Alternatively, intraent exchanges can obtain authorization as arstmeant exchange from each member
state in the European Union in accordance withaffdicable regulations of that member state.

Changes in Existing Laws and Rules. Additionaldkgion or regulation, changes in existing laws arids or changes in the interpretation or
enforcement of existing laws and rules, eithehmWnited States or elsewhere, may directly affectmode of operation and our profitabili

LEGAL PROCEEDINGS

On May 5, 1999, Cantor and The Board of Trade efGlty of Chicago, The New York Mercantile Exchargel The Chicago Mercantile
Exchange were sued by Electronic Trading Systenes,ih the United States District Court for the tern District of Texas (Dallas

Division) for alleged infringement of Wagner Unit8thtes patent 4,903,201, entitled "Automated [estdirade Exchange." The patent rel

to a system and method for implementing an eleity@omputer-automated futures exchange. On Julpa9, Cantor answered the
complaint, asserting, among other things, thataB# patent was invalid and not infringed by Cartiod that Cantor was not the real party in
interest. Although not identified by the complai@gntor believes that the system being chargedinfitingement is a version of the
electronic trading system used by the Cantor ExgbéBervice Mark), which Cantor is contributing ®in connection with this offering. If
the plaintiff is successful in the lawsuit, we ni@yrequired to obtain a license to develop and etarke or more of our services, to cease
developing or marketing services or to redesigsdteervices. We cannot assure you that we woudtbleeto obtain these licenses or that we
would be able
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to obtain them at commercially reasonable rated anable to obtain licenses, that we would besdblredesign our services to avoid
infringement.

On June 21, 1999, Cantor and two of its affiliat@antor Fitzgerald Securities and CFPH, LLC, brdugylit against Liberty Brokerage
Investment Corporation and Liberty Brokerage Indhie United States District Court for the DistoétDelaware for infringement of the
Fraser et al. U.S. patent 5,905,974, entitled "Auwdted Auction Protocol Processor." Cantor allegetthé complaint that Liberty was
infringing the '974 patent by making, using, sejlamd/or offering for sale systems and methodsdimiody or use the inventions claimed in
the '974 patent. On August 10, 1999, Cantor andHCER_.C. voluntarily dismissed the suit withoutejuidice. Subsequently, on August 10,
1999, Liberty filed an action for declaratory judgnt in the United States District Court for the tbiet of Delaware claiming that the '974
patent was invalid, unenforceable and not infringedLiberty. We will assume responsibility for deééng this suit on behalf of Cantor and
its affiliates.

EMPLOYEES

We have 330 employees, five of whom are our exeeufficers. None of these employees is represdmedunion. We believe that we have
good relations with our employees.

PROPERTIES

Our principal executive offices are located at Wharld Trade Center, New York, New York. Our pringigxecutive offices occupy
approximately 50,000 square feet of leased spadtehwie occupy pursuant to the Administrative Seesidgreement with Cantor. Our right
to use this space expires at the time that Canéarse expires in 2006. We will pay Cantor appr@atety $1.2 million annually for use of this
space. Our largest presence outside of New Yarkliondon, where we have the right to use approtetydl,500 square feet of Cantor's
existing office space. Our right to use this spaxqares at the time that Cantor's lease expir@@i6. We will pay Cantor approximately
$800,000 annually for use of this space. We bel@mwefacilities are adequate for our reasonablgdeeable future needs.
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MANAGEMENT

The following table provides information regardiogr directors and executive officers:

NAME AGE TITLE

Howard W. LutnickK...........ccoveeiiiinnnenne 38 Chairman and Chief Executive Officer

Frederick T. Varacchi.........cccccoevueeeene 33 President and Chief Operating Officer

Douglas B. Gardner.........cccccceecuveeeennnee 37 Vice Chairman

Kevin C. PicCOli.......ooeevvirriieiiiinennn. 41  Senior Vice President and Chief Financial
Officer

Stephen M. Merkel...........ccocoveeiinnnnnn. 41  Senior Vice President, General Counsel and
Secretary

Our board of directors currently consists of orectior, Mr. Lutnick. At the time of completion dfis offering, our board of directors will
consist of eight directors. Our board of directeilt be divided into three classes of directorsvgay staggered three-year terms: Class A
directors, Class B directors and Class C directdrs will serve until our annual meetings of stockless held in 2000, 2001 and 2002,
respectively.

Howard W. Lutnick. Mr. Lutnick has been our Chainrend Chief Executive Officer since June 1999. IMitnick joined Cantor in 1983 and
has served as President and Chief Executive Offit€antor since 1991. He directs all facets oftG&as worldwide operations. Mr. Lutnick's
company, CF Group Management, Inc. is the managgmgral partner of Cantor. Mr. Lutnick serves asltairman of the Cantor Exchange.
Mr. Lutnick is a member of the Executive Committédéhe Intrepid Museum Foundation's Board of Trastehe Zachary and Elizabeth M.
Fisher Center for Alzheimer's Disease Researcloek&eller University, the Board of Managers of Edwerd College, the Board of Directc
of City Harvest and the Board of Directors of Newrl City Public/Private Initiatives, Inc.

Frederick T. Varacchi. Mr. Varacchi has been o@siRlent and Chief Operating Officer since June 1889Varacchi has also served as
Senior Managing Director and Chief Information ©fi of Cantor since March 1998. Before joining @anr. Varacchi was Senior Vice
President and Chief Technology Officer of Greenvitetwest Capital Markets, overseeing informatiarhtelogy for the company from
January 1995 to February 1998. From March 199@nadry 1995, Mr. Varacchi worked for Chase ManinaBank, where he held a variety
of senior technology positions, including Head dbléal Network Systems for Private Banking. Fromukag 1989 to March 1990, Mr.
Varacchi served in a variety of positions with $aém Smith Barney, including as Head of Front Offgyestems. Mr. Varacchi is a membe
the Board of Directors of Expert Ease Software @wdTrading Systems Inc.

Douglas B. Gardner. Mr. Gardner has been our Vitaiighan since June 1999. Mr. Gardner has also dainee January 1994 as Senior
Managing Director and Chief Administrative OffiagirCantor, where he is responsible for overseeihngaldwide finance and support
related functions of Cantor. Mr. Gardner servea dsector and is on the executive and finance cittees of the Cantor Exchange. Prior to
joining Cantor, Mr. Gardner was a partner of DG iigs, a commercial and residential real estateliger and owner. From 1983 to 19
Mr. Gardner was associated with Lehman BrothethaérHigh-Technology Division of its Corporate FicarDepartment.

Kevin C. Piccoli. Mr. Piccoli has been our Seniac&/President and Chief Financial Officer sincet8ejer 1999. He has been Senior Vice
President and Chief Financial Officer of Cantospensible for its global accounting, regulatory nagement reporting and treasury functi
since July 1999. Prior to joining Cantor, he wadamaging Director and Chief Financial Officer a@&nwich Capital Holdings, Inc., a
subsidiary of National Westminster Bank, from A@®192 to July 1999. Mr. Piccoli's responsibilitesGreenwich included global
accounting, tax and regulatory reporting. Prigjofaing Greenwich in April 1992, Mr. Piccoli was audit partner at Coopers & Lybrand.

Stephen M. Merkel. Mr. Merkel has been our Senime\President, General Counsel and Secretary dimoe 1999. Mr. Merkel has also be
Senior Vice President, General Counsel and Segrefafantor since 1993, where he is responsibl€trtor's legal, compliance, tax, risk
and credit departments. Mr. Merkel serves as aidireand Secretary of the Cantor Exchange. Prigziting Cantor, Mr. Merkel was Vice
President and Assistant General Counsel of Goldgaahs & Co. from February 1990 to May 1993. Fropt&aber 1985 to January 1990,
Mr. Merkel was associated with the law firm of Ratleiss, Rifkind, Wharton & Garrison.
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COMMITTEES OF THE BOARD

At the time we increase the size of our Board a&Etors to eight, we will establish (1) an Audit@mittee, all of the members of which will
be non-employee directors, and (2) a Compensationriittee.

The Audit Committee will be responsible for recormdiag to the Board of Directors the engagementunfimdependent auditors and
reviewing with our independent auditors the condumt results of the audits, our internal accountimgtrols, audit practices and the
professional services furnished by our independaditors.

The Compensation Committee will be responsiblederewing and approving all compensation agreemfentsur officers and for
administering our stock option plan and our stogfchase plan.

COMPENSATION OF DIRECTORS

Directors who are also our employees will not reeeidditional compensation for serving as directdmn-employee directors will be paid
compensation and/or granted options in amounts tetbtermined by our board of directors and reindalifsr out-of-pocket expenses
incurred in attending meetings of our board of ctives or committees of our board of directors.

EXECUTIVE COMPENSATION

We are a recently formed company. Prior to Marc®9]9ve did not conduct any operations. As a reaudthave not previously paid any
compensation to our Chief Executive Officer or otbeecutive officers. We intend to pay or allocitepayment to Messrs. Lutnick,
Varacchi, Gardner, Piccoli and Merkel $500,000,8800, $200,000, $125,000 and $125,000, respegtife services they provide to us
during 1999.

1999 LONG-TERM INCENTIVE PLAN

In, our board of directors and stockholder appdoxer adoption of our 1999 Long-Term Incentive Rigne Plan). The purpose of the Plan is
to allow us to attract, retain and award officermployees, directors, consultants and certain atickviduals (including employees of Cantor)
and to compensate them in a way that providesiadditincentives and enables such individuals togase their ownership interests in our
stock. Individual awards under the Plan may takeftihm of: (1) either incentive stock options (I3@s non-qualified stock options
(NQSOs);

(2) stock appreciation rights (SARs);(3) restrictedieferred stock;

(4) dividend equivalents; (5) bonus shares and @sviar lieu of our obligations to pay cash compednsaand (6) other awards the value of
which is based in whole or in part upon the valfieuww common stock.

The Plan will generally be administered by a corntemitthe Committee), which will initially be the @pensation Committee of our board,
except that our board will perform the Committdetections under the Plan for purposes of grantwadrds to non-employee directors, and
may perform any other function of the Committesavai. The Committee generally is empowered to setee individuals who will receive
awards and the terms and conditions of those awig@ading exercise prices for options and othereisable awards, vesting and forfeiture
conditions (if any), performance conditions, thée@x to which awards may be transferable and perilonling which awards will remain
outstanding. Awards may be settled in cash, shatksy awards or other property, as determinedeyCiommittee.

The maximum number of shares of our common stoakrttay be subject to outstanding awards underltrewll not exceed 20% of the
aggregate number of shares of common stock ouistagas of the time of completion of this offering)nus the number of shares previously
issued pursuant to awards granted under the Plenntimber of shares deliverable upon exercise@$ IS limited to . The Plan also provit
that no participant may be granted in any calegdar (1) options or SARs exercisable for more ttzares, or (2) other awards that may be
settled by delivery of more than shares, and lipdtgments under cash-settled awards in any calgedarto an amount equal to the fair
market value of that number of shares as of the dfagrant or the date of settlement of the awatdchever is greater.

In connection with this offering, in addition toyaaptions to be granted automatically to non-emgéoglirectors, options in the form of
NQSOs to purchase a total of shares of common stiltke granted to our executive officers and otheployees as follow:

shares to , shares to , shares to , shares toshanels to our other employees. Each of the abptiens will have an exercise price equal to
initial public offering price, and will vest as &ach year after the
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completion of this offering. Unvested options gedigrwill be forfeited upon a termination of emplognt that is voluntary by the participant.
Upon a change of control of eSpeed (as defineddarPlan), vesting will be accelerated. The optiperzerally will expire on the earlier of 10
years after the date of grant or three months &dtemination of employment (immediately in the eveha termination for cause), unle
otherwise determined by the Committee.

The Plan will remain in effect until terminated byr board. The Plan may be amended by our boatutithe consent of our stockholders,
except that any amendment, although effective whade, will be subject to stockholder approval duieed by any Federal or state law or
regulation or by the rules of any stock exchangautomated quotation system on which our commorkstay then be listed or quoted. The
number of shares reserved or deliverable underldumg the annual per participant limits, the nuntdfeshares subject to options automatic
granted to non-employee directors, and the numioginares subject to outstanding awards are sutgjextjustment in the event of stock
splits, stock dividends and other extraordinanpooaite events.

We generally will be entitled to a tax deductiomalfo the amount of compensation realized by #gisant through awards under the Plan,
except (1) no deduction is permitted in connectigth 1ISOs if the participant holds the shares aiupon exercise for the required holding
periods; and (2) deductions for some awards coelihtited under the $1.0 million deductibility capSection 162(m) of the Internal
Revenue Code. This limitation, however, shouldapyily to awards granted under the Plan during eegoariod of approximately three years
following this offering, and should not apply tortzén options, SARs and performance-based awaadgept thereafter if we comply with
certain requirements under Section 162(m).

STOCK PURCHASE PLAN

In 1999, our board of directors and stockholderapgd the adoption of our Stock Purchase Plan.Stbek Purchase Plan will permit our
eligible employees (generally all employees whasg#amary employment is for more than 20 hours pegknand who were employed on the
date on which the offering first commenced or heweapleted one year of service), including the erygéds of Cantor, to purchase shares of
our common stock at a discount. Employees who ébegérticipate will have amounts withheld throyggyroll deductions during purchase
periods. At the end of each purchase period, actatetlpayroll deductions will be used to purchaseksat a price determined by the
administrative committee that administers the Stégkchase Plan, but which will not be less than 8 %e lower of the market price at the
beginning of the purchase period or the end optitehase period (including interim dates, as magldiermined by the administrative
committee). Our common stock that is purchased uth@eStock Purchase Plan may be subject to arwfuiriod. We have reserved shares
of our common stock for issuance under the Stockhise Plan.

The Stock Purchase Plan will remain in effect wetiminated by our board or until no shares ofemmmon stock are available for issuance
under the Stock Purchase Plan. The Stock Purchaserfay be amended by our board without the corafemir stockholders, except that
any amendment, although effective when made, wibltbject to stockholder approval if required by sederal or state law or regulation or
by the rules of any stock exchange or automatethtjon system on which our common stock may thelisbed or quoted.
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RELATIONSHIP WITH CANTOR
THE FORMATION TRANSACTIONS

Concurrent with this offering, Cantor is contrimgito us, and we are acquiring from Cantor, sulisihnall of our assets. These assets
primarily consist of proprietary software, netwaliltribution systems, technologies and relatedrestual rights necessary to operate our
eSPEED (Service Mark) system. In exchange for thesets, we are issuing to Cantor shares of oss@®aommon stock representing
approximately % of the voting power of our outstiawgdcapital stock after this offering and payingn@a $50.0 million in cash. Cantor will
retain the present and future equity business, snoreket instruments business and any other busineghich Cantor acts as a dealer and
we will not share in any revenues generated byethesinesses, other than service fees we may bematitied to receive in connection with
hardware maintenance and other support servicesayeprovide to Cantor.

Cantor has been developing systems to promote dldistronic marketplaces since the early 1990'st@@@onceived of and has invested
more than $200 million in information technologyhieh culminated in the development of our eSPEE&\iBe Mark) system. Since Janu
1996, Cantor has used the eSPEED (Service Markgrayisternally to conduct electronic trading. Infgla 1999, the first fully electronic
transaction using the eSPEED (Service Mark) systasiexecuted by a client.

Cantor has previously entered into contractual@gents or other arrangements with many of theqiaatits that trade in our electronic
marketplaces. These agreements and arrangementdeptioe general terms and conditions, includirgséhrelating to warranties and
allocations of liability, under which those pantiants may electronically execute trades in our etptces. We either have or will have upon
the closing of this offering the rights and obligas under these agreements and arrangementsyagldite to operating the eSPEED (Service
Mark) system. We are in the process of registeaisig broker-dealer with the National Associatiose€urities Dealers, Inc. and the
regulatory authorities of various states. We afderid to obtain any foreign regulatory approvalsofar foreign subsidiaries that are neces

or advisable. As we receive the regulatory appaal licenses necessary to operate our electrraricetplaces globally and increase client
awareness of our electronic marketplaces, we intemdter directly into additional tri-party agreembs and other arrangements with clients
and Cantor. We assist all market participantspitdiclg Cantor, in participating in the electronicrketplaces that are created and supporte
our eSPEED (Service Mark) system. We share withi@@anportion of the transaction-based revenues Ipaimarket participants for
transactions effected through our electronic mpilkees. Cantor and many of the largest financ#tltitions in the world are currently our
primary clients.

We entered into the agreements described belowrinaction with the formation transactions and tip lhefine the terms of our relationship
with Cantor in the future:

ASSIGNMENT AND ASSUMPTION AGREEMENT

We have entered into an Assignment and Assumptgmedément with Cantor pursuant to which Cantor igrdiouting to us rights and
interests in the assets and contractual and otremgements which comprise our eSPEED (Service Matdtem. In consideration for the
contribution of these assets, rights and interegsyill issue to Cantor shares of our Class B comistock representing approximately % of
the outstanding shares of our capital stock, pay@&50.0 million and assume certain liabilitietating to the assets which Cantor is
contributing to us. These liabilities include aamicompensation and benefits and other accrueititiedh Under the terms of the Assignment
and Assumption Agreement, Cantor has agreed tarinifg us with respect to liabilities and losses sudfer which result from the operation
of, and events relating to, the assets transféored prior to their transfer. We have agreed tiemnify Cantor with respect to liabilities and
losses which they suffer which result from our ovghé and operation of these assets.

JOINT SERVICES AGREEMENT

We have entered into a Joint Services Agreemeiht @dtntor under which we and Cantor have agreedt& t@gether to provide multiple
electronic markets for transactions in securities ather financial and non-financial products. Tagseement will be effective upon
completing the formation transactions and
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provides for a perpetual term. All data (and reeedarived therefrom) belong to Cantor and areilisied by us as directed by Cantor.
Commission Sharing Arrangement

Under this agreement, Cantor has the exclusivé tigtietermine the nature of the commissions clihtgelients. We and Cantor have agt
to share commissions with regard to transactiofestfd through our electronic marketplaces asVislo

If the transactions effected through our electranarketplaces are:

o fully electronic, and (1) they relate to finaridarvices, wholesale financial products or comrtieslj then we receive the entire commission
and pay Cantor a service fee equal to 35% if Cantmmages the marketplace or 20% if it does ndR)othey relate to any other product, then
we receive the entire commission and pay to Caklié6 of the commission;

o telephonic access electronic transactions armievexchange traded products, then we receive 48%Cantor receives 55%, of the
commission; or

o telephonic access electronic transactions, theMdt receives the entire commission and paystanaaction fee equal to 7% of the
commission.

If the transactions are not effected through aoteaic marketplace, such as a screen assistedatery transaction, then Cantor receives
the entire commission and pays us 2.5% of the &®n

Neither we nor Cantor are obligated to perform s@rwices under this agreement, except as setletthw under "No-competition
Provisions."

System Services

Under this agreement, we have agreed to provi@atdor technology support services, including gBteams administration, (2) internal
network support, (3) desktop support, (4) operatiand disaster recovery services and

(5) voice and data communications. Cantor will payan amount equal to the actual cost which werimcperforming these services, plus
other reasonable expenses.

Intellectual Property

Under this agreement, Cantor has granted to usd&covering Cantor's patents that relate toSfREED (Service Mark) system. The
licenses are exclusive, except in the event thadaweot seek to or are unable to provide to Caamigrrequested services covered by the
patents and Cantor elects not to require us tamdo s

Non-competition Provisions

We have agreed that we will not compete or assisipetitors (whether indirectly, directly or in caution with a third party) in any business
in which Cantor engages. Cantor has granted torightof first refusal to provide services to Gamivith respect to any business involving
the operation of an electronic marketplace in whighdo not already provide electronic trading sasi If Cantor asks us to provide
particular services with respect to any electronérketplace, we are obligated to do so. If we dosaek to provide or are unable to provide
such services and Cantor does not require us todargervices, Cantor may conduct the busineseymaanner it desires. With respect to
business involving the operation of a marketplacetiich Cantor does not currently manage a busiifese want to conduct a business
involving that marketplace, Cantor has a rightigtfrefusal to manage that business. If Cantartgleot to manage the business, we may
conduct the business on our own, in which case ill@ay to Cantor a fee of 20% of gross revenuegeaeeive from the business. Cantor's
equity division, its money market instruments dimisand any business in which Cantor acts as a&d@ahether now or in the future), are
expressly excluded from our right of first refusal.
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ADMINISTRATIVE SERVICES AGREEMENT

We have entered into an Administrative Serviceseggrent with Cantor that states the terms underhw®antor will provide certain
administrative and management services to us. Cailtanake available to us some of its administraistaff, including their internal audit,
treasury, legal, tax, sales, marketing, human regsy corporate development and accounting stdisbers of these staffs will arrange for
our insurance coverage and will provide a wideyaofsservices, including administration of our parsel and payroll operations, benefits
administration, internal audits, legal, risk marmaget, sales and marketing, accounting and tax pagpa services. We will reimburse Can
for the actual costs incurred by Cantor, plus otkasonable costs, including reasonably allocatedhead. We have also entered into
arrangements with Cantor under which we subleagaicessets, principally computer equipment, fl@amtor relating to the operation of the
eSPEED (Service Mark) system. These assets arecstibjoperating leases with third party leasingiganies. Under this provision of the
Administrative Services Agreement, we have agreduktbound by the general terms and conditionsebperating leases relating to the
assets subleased by us. See Note 4 of the Noties @onsolidated Financial Statements. The Admatise Services Agreement has a three-
year term which will renew automatically for sucgiee onw+year terms unless canceled by either us or Campton six months' prior notice;
provided, however, that our right to use our NewkYand London office space expires at the time @wattor's leases expire in 2006 and
2016, respectively.

PRINCIPAL STOCKHOLDERS

The following table sets forth certain informatimgarding the beneficial ownership of our commamlstas of September 15, 1999 and that
will be owned immediately following the closing thiis offering by:

o each person or entity that we know beneficiallyne more than 5% of our common stock;
o each of our executive officers;
o each of our directors; and

o all our current directors and executive officassa group.

PERCENTAGE OF COMM ON STOCK
NUMBER OF SHARES BENEFICIALLY O WNED
BENEFICIALLY OWNED = ---------mmmmmmeeee o
PRIOR TO
OFFERING(2) PRIOR TO OFFERING  AFT ER OFFERING(3)
NAME OF BENEFICIAL OWNER(1) CLASSA CLASSB CLASSA CLASSB CLA SSA CLASSB

Cantor Fitzgerald Securities.............ccccec... . -- 200 -- 100% -
Howard W. LutnicK..........cccccvveeiiiiineennns - - - - -
Frederick T. VaracChi.........ccccccevvcvvneennnns - - - - -
Douglas B. Gardner...........ccccceereeennneans . - - - - .
Kevin C. PicCOli.........ccoovevrrrrriiieneenen.. . -- -- -- -- -
Stephen M. Merkel
All directors and executive officers

as a group (5 persons)......ccccccveveeeeeeennnn. . -- -- -- -- -

* Less than 1%
(1) The address of each of the persons listed also®ae World Trade Center, New York, NY 10048,asslindicated otherwise.

(2) Unless indicated otherwise, we believe thatesons named in this table have sole voting mvesitment power with respect to the
shares of common stock shown. The amounts andmages are based upon 200 shares of common sttstkrmding as of September 15,
1999.

(3) Assumes no exercise of the underwriters' olletraent option.
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DESCRIPTION OF CAPITAL STOCK
GENERAL

Following the completion of this offering, our aatized capital stock will consist of shares of Glascommon stock, $.01 par value, shares
of Class B common stock, $.01 par value, and shafrpeeferred stock, $.01 par value. Upon compietibthis offering, (1) we will have
shares of Class A common stock and shares of Blassnmon stock outstanding (assuming no exerciseistanding stock options); and
we will have outstanding options to purchase shafé€dass A common stock.

The following summary of the terms and provisiohswr capital stock does not purport to be complétas should refer to our Amended ¢
Restated Certificate of Incorporation and our Byvkaand to applicable law, for a complete desaiptf the terms and provisions of our
capital stock.

COMMON STOCK

The holders of Class A common stock and Class Breomstock have identical voting rights except thatlers of Class A common stock
entitled to one vote per share while holders o6€R common stock are entitled to 10 votes peresbiarall matters to be voted on by
stockholders. Holders of shares of Class A comnbacksand Class B common stock are not entitledutoudate their votes in the election of
directors. Generally, all matters to be voted orstogkholders must be approved by a majority (othée case of election of directors, by a
plurality) of the votes entitled to be cast bysiibres of Class A common stock and Class B commogok present in person or represented by
proxy, voting together as a single class, subeetnty voting rights granted to holders of any pref@é stock. Except as otherwise provided by
law, and subject to any voting rights granted tléis of any outstanding preferred stock, amendsmendur Amended and Restated
Certificate of Incorporation generally must be agwad by two-thirds of the combined voting poweathfClass A common stock and Class B
common stock voting together as a single class.mments to our Amended and Restated Certificateanfrporation that would alter or
change the powers, preferences or special righttseo€lass A common stock or the Class B commarksto as to affect them adversely also
must be approved by two-thirds of the votes emtittebe cast by the holders of the shares affdnydaie amendment, voting as a separate
class. Notwithstanding the foregoing, any amendrteenur Amended and Restated Certificate of Incatfion to increase the authorized
shares of any class or classes of stock will beneéelenot to affect adversely the powers, preferencepecial rights of the Class A common
stock or Class B common stock. The holders of CAassmmon stock and Class B common stock are edtith such dividends as may be
declared in the discretion of our board of direstount of legally available funds, subject to theferential dividend rights of any shares of
preferred stock. Holders of Class A common stoak@lass B common stock have no preemptive rightgitohase shares of our stock. Our
Amended and Restated Certificate of Incorporatimvigdes that each share of Class B common stocrsgertible at any time, at the option
of the holder, into one share of Class A commonlkst8hares of Class A common stock and Class B aamstock are not subject to any
redemption provisions and shares of Class A comstaek are not convertible into any other securitfdsoutstanding shares of Class A
common stock and Class B common stock are fullg pad nonassessable. The shares of our Class A@ostock we will sell in this
offering will also be fully paid and nonassessafifeen we receive payment for the shares.

PREFERRED STOCK

Our Amended and Restated Certificate of Incorponagirovides for five million authorized shares offerred stock, of which none are
outstanding. The existence of authorized but ueidgreferred stock may enable our board of diredtmrender more difficult or to
discourage an attempt to obtain control of us bpmseof a merger, tender offer, proxy contest oemwtise. For example, if in the due exer«
of its fiduciary obligations, our board of directarere to determine that a takeover proposal isnnatir best interests, our board of directors
could cause shares of preferred stock to be issitedut stockholder approval in one or more privatferings or other transactions that mi
dilute the voting or other rights of the proposeduror or insurgent stockholder group. In thisare the Amended and Restated Certificate
of
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Incorporation grants our board of directors broadgr to establish the rights and preferences dfaiizted and unissued preferred stock. The
issuance of shares of preferred stock pursuanitbaard of directors' authority described abowaladtdecrease the amount of earnings and
assets available for distribution to holders ofrekaf common stock and adversely affect the rightspowers, including voting rights, of
these holders and may have the effect of delayetgrring or preventing a change in control of campany. Our board of directors currently
does not intend to seek stockholder approval poi@ny issuance of preferred stock, unless otherveiquired by law.

LIMITATION ON DIRECTORS' LIABILITIES

Our Amended and Restated Certificate of Incorpongliimits, to the maximum extent permitted undetaeare law, the personal liability of
directors and officers for monetary damages foatheof their fiduciary duties as directors anda#fs, except in certain circumstances
involving certain wrongful acts, such as a breaicthe director's duty of loyalty or acts of omigsiwhich involve intentional misconduct or a
knowing violation of law.

Section 145 of the Delaware General Corporation (R@®CL) permits us to indemnify officers, directamsemployees against expenses
(including attorney's fees), judgments, fines am@ants paid in settlement in connection with Iqaiceedings if the officer, director or
employee acted in good faith and in a manner redspibelieved to be in or not opposed to our bastrésts and, with respect to any criminal
act or proceeding, if he or she had no reasonahisecto believe his or her conduct was unlawfaleimnification is not permitted as to any
matter as to which the person is adjudged to léelianless, and only to the extent that, the cousthich such action or suit was brought
upon application determines that, despite the achtidn of liability, but in view of all the circustances of the case, the person is fairly and
reasonably entitled to indemnity for such experasethe court deems proper. Individuals who sucabgsfefend such an action are entitled
to indemnification against expenses reasonablyriadun connection with the action.

Our Amended and Restated By-Laws require us tawmify directors and officers against, to the fullestent permitted by law, liabilities
which they may incur under the circumstances deedrin the preceding paragraph.

We plan to maintain standard policies of insurameger which coverage is provided (1) to our direstnd officers against loss arising from
claims made by reason of breach of duty or othengiul act and (2) to us with respect to paymernigkwmay be made by us to such offic
and directors pursuant to the above indemnificgpi@vision or otherwise as a matter of law.

ANTI-TAKEOVER PROVISIONS
GENERAL

Certain provisions of the DGCL and our Amended Redtated Certificate of Incorporation and our Anmehdnd Restated By-Laws may
delay, discourage or prevent a change in controuofcompany unless the takeover or change in @listepproved by our board of directors.
These provisions also may render the removal etctbrs and management more difficult. These prongimay discourage bids for our
common stock at a premium over the market priceraag adversely affect the market price and votimg) @her rights of the holders of our
common stock.

CERTIFICATE OF INCORPORATION AND BY-LAWS

Our Amended and Restated Certificate of Incorponggirovides that our board of directors is dividtgd three classes of directors, serving
staggered three-year terms. With a classified bofdirectors, at least two annual meetings ofldtotders, instead of one, will generally be
required to effect a change in the majority ofleard of directors. As a result, our classifiedrdaz directors, as well as the inability of
stockholders to remove directors without causetarfill vacancies on our board, may discourage praontests for the election of director:
purchases of a substantial block of our commorkstecause these provisions could operate to prelaining control of our company in a
relatively short period of time.
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This classification provision also could have tffe@ of discouraging a third party from makingeader offer or otherwise attempting to
obtain control of our company. In addition, ourcéieolders may only remove a director from office dause and only with the affirmative
vote of at least two-thirds of the total voting pavef all of our outstanding stock and only therdoaf directors may fill vacancies on our
board. We believe, however, that a classified bodudirectors will help to assure the continuitydastability of our board of directors and our
business strategies and policies as determinediblpaard of directors, since a majority of our dices at any given time will have had prior
experience as our directors. We believe that thigrn, will permit our board of directors to maéectively represent the interest of
stockholders.

Our Amended and Restated Certificate of Incorponagirovides that stockholders may act only at anuahor special meeting of stockhold
and may not act by written consent, other thanrgnimous written consent. Our Amended and ResByeldaws provide that special
meetings of stockholders may be called only byGhairman of our board of directors, the Presidemtun board of directors. Our Amended
and Restated By-Laws require advance written notitéch generally must be received by our Secratatyless than 30 days nor more than
60 days prior to a meeting of stockholders (sultjecertain exceptions) of a proposal or directammimation which a stockholder desires to
present at such a meeting.

All amendments to the provisions of our Amended Radtated Certificate of Incorporation relatingto classified board must be approved
by the holders of two-thirds of the outstandingitdstock entitled to vote and all amendmentsupAmended and Restated By-Laws must
be approved by either the holders of two-thirdthefoutstanding capital stock entitled to vote ypabmajority of our board of directors.

These provisions reduce our vulnerability to anolinged acquisition proposal and discourage certactics that may be used in proxy fights.
However, these provisions could have the effeclifouraging others from making tender offers farss of our common stock and, as a
consequence, they also may inhibit fluctuationthexmarket price of our common stock that couldltefsom actual or rumored takeover
attempts. These provisions also may have the effgoteventing changes in our management.

DELAWARE ANTI-TAKEOVER LAW

We are subject to Section 203 of the DGCL. In galh&ection 203 prohibits a publicly held Delaweogporation from engaging in a
"business combination" with an "interested stocllbd! for a period of three years following the dte person became an interested
stockholder, unless (with certain exceptions) thesiness combination” or the transaction in whighpgerson became an "interested
stockholder" is approved in a prescribed mannene@Galy, a "business combination” includes a mergsset or stock sale or other transac
resulting in a financial benefit to the "interesstdckholder.” An "interested stockholder" is agmerwho, together with affiliates and
associates, owns 15% or more of a corporationganding voting stock, or was the owner of 15% oravof a corporation's outstanding
voting stock at any time within the prior three geather than "interested stockholders" priohi time our common stock is quoted on
Nasdag. The existence of this provision would hgeeted to have an a-takeover effect with respect to transactions ppiraved in advance
by our board of directors, including discouragiaggover attempts that might result in a premiunt ¢ive market price for the shares of our
common stock held by stockholders.

SHARES ELIGIBLE FOR FUTURE SALE

Upon completion of this offering, we will have otaisding shares of common stock. The shares sahdsroffering will be freely tradable
without restriction under the Securities Act exclegptany shares purchased by our affiliates. Theairing shares of common stock held by
existing stockholders are "restricted securitiestteat term is defined in Rule 144.

These restricted shares will become eligible fée 8athe public market, subject to the volume tatibns under Rule 144 as described below,
from time to time following this offering, commemgj in June 2000. All of these restricted sharesabgect to the contractual restrictions on
sale described below under the caption "Lock-upeagrents.”
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Rule 144 makes available an exemption from thestegion requirements of the Securities Act. Inegah under Rule 144, a person (or
persons whose shares are aggregated) who owns sharevere acquired from the issuer or an afélizsitthe issuer at least one year prior to
the proposed sale will be entitled to sell in amgé-month period a number of shares that doesxoeted the greater of:

0 1% of the then outstanding shares of the comrtawk §approximately shares immediately after ttifering); or

o the average weekly trading volume during the fralendar weeks preceding the date on which nofitiee sale is filed with the Securities
and Exchange Commission.

Sales pursuant to Rule 144 are subject to cerggjnirements relating to manner of sale, noticearadability of current pubic information
about us. A person (or persons whose shares aregeggd) who is not deemed to have been an affitiburs at any time during the 90 days
immediately preceding the sale and who owns shiheg¢svere acquired from the issuer or an affilatéhe issuer at least two years prior to
the proposed sale is entitled to sell such sharesupnt to Rule 144(k) without regard to the litiitas described above.

There has been no public market for our Class Araomstock prior to this offering and no assurararelme given that an active public
market for our Class A common stock will develogbersustained after completion of this offeringeSa@f substantial amounts of Class A
common stock, or the perception that these salalsl zcur, could adversely affect the prevailingkes price of our Class A common stock
and could impair our ability to raise capital ofeet acquisitions through the issuance of our Chasemmon stock.

We plan to register an additional shares of ous€k common stock under the Securities Act wittdrd@ys after the closing of this offering
for use by us as consideration for future acquoisgi Upon registration, these shares generallybsilreely tradable after issuance, unless the
resale thereof is contractually restricted or usthe holders thereof are subject to the restristin resale provided in Rule 145 under the
Securities Act.

After this offering, we intend to initially regigt&o, or approximately shares of Class A commonkstotthe total outstanding shares of our
common stock for issuance upon exercise of optipasted under our stock option plan. If we increasetotal outstanding shares of
common stock, we will register additional share€ta#fss A common stock so that the stock availadiésEuance under our stock option plan
will be registered. We also plan to register thareh of common stock issuable under our stock pgreplan. Once we register the shares
issuable under these plans, they can be sold ipubkc market upon issuance, subject to restristionder the securities laws applicable to
resales by affiliates.

LOCK-UP AGREEMENTS

All holders of common stock and securities conbégtinto or exercisable or exchangeable for comstook issued prior to, or upon
consummation of, this offering (other than thosarsh sold pursuant to this offering) have agreedyaunt to certain "lock-up" agreements
that they will not offer, sell, contract to selledge, grant any option to sell, or otherwise dégpof, directly or indirectly, any shares of
common stock or securities convertible into or eisable or exchangeable for common stock for aopesf 180 days after the date of this
prospectus without the prior written consent of Weg Dillon Read LLC. Warburg Dillon Read LLC maslease the shares subject to the
lock-up agreements in whole or in part at any tmith or without notice. However, Warburg Dillon ReERBLC has no current plan to do so.
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UNDERWRITING

We have entered into an underwriting agreement thiglunderwriters named below. Warburg Dillon Ree€ and Thomas Weisel Partners
LLC are acting as representatives of the undenrite

The underwriting agreement provides for the puretasa specific number of shares of Class A comstook by each of the underwriters.
The underwriters' obligations are several, whictansethat each underwriter is required to purchageeaified number of shares, but is not
responsible for the commitment of any other undiewto purchase shares. Subject to the terms anditions of the underwriting agreeme
each underwriter has severally agreed to purchleseumber of shares of Class A common stock stt éposite its name below.

NAME NUMBER OF SHARES

Warburg Dillon Read LLC.........cccovvvveeveeeee. L
Thomas Weisel Partners LLC..........ccccocveeee. L

This is a firm commitment underwriting. This medhat the underwriters have agreed to purchasd tikesshares offered by this prospectus,
other than those covered by the over-allotmenbopdiescribed below, if any are purchased. Undeuatigerwriting agreement, if an
underwriter defaults in its commitment to purchalsares, the commitments of non-defaulting undeergimay be increased or the
underwriting agreement may be terminated, depenalinipe circumstances.

The representatives have advised us that the unitens\propose to offer the shares directly toghblic at the public offering price that
appears on the cover page of this prospectus.diti@dl, the representatives may offer some of tiees to certain securities dealers at such
price less a concession of $ per share to certhar dealers. The underwriters may also allow &lets, and such dealers may reallow, a
concession not in excess of $0.10 per share tainather dealers. After the shares are releaseshfe to the public, the representatives may
change the offering price and other selling terinsgous times.

We have granted the underwriters an aalwtment option. This option, which is exercisafileup to 30 days after the date of this prospe
permits the underwriters to purchase a maximunudditinal shares of our Class A common stock toec@wer-allotments. If the
underwriters exercise all or part of this optidreyt will purchase shares covered by the optioheptblic offering price that appears on the
cover page of this prospectus, less the undengriiacount. If this option is exercised in fullgttotal price to the public will be $ million and
the total proceeds to us will be approximately $iam. The underwriters have severally agreed tttathe extent the over-allotment option is
exercised, each of the underwriters will purchaseraber of additional shares proportionate toniisal amount reflected in the above table.

The following table provides information regarditng amount of the discount to be paid to the undeses by us.

PAID BY US
NO EXERCISE OF FULL EXERCISE OF
OVER-ALLOTMENT OPTION OVER-ALLOTMENT OPTION
Per Share..........coocevivvvieiiiieeeee,
Total........oooeeiiiieieeee,

We estimate that the total expenses of this offgrxcluding the underwriting discount, will be apgmately $ .
We have agreed to indemnify the underwriters agaipscified liabilities, including liabilities und¢éhe Securities Act.

Thomas Weisel Partners LLC, one of the represermtf the underwriters, was organized and regidtas a broker-dealer in December
1998. Since December 1998, Thomas Weisel Partasrbden named as a lead or co-manager on 66 €ildit pfferings of equity securities,
of which 35 have been
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completed, and has acted as a syndicate memberadditional 32 public offerings of equity secle#ti Thomas Weisel Partners does not
any material relationship with us or any of ouiiadfs, directors or other controlling persons, @kegth respect to its contractual relationship
with us pursuant to the underwriting agreementredténto in connection with this offering.

Our officers, directors and director nominees hayeeed to a 180-day lock-up with respect to shairesmmon stock and certain other of our
securities that they beneficially own, includinggeties that are convertible into shares of commitmek and securities that are exchangeable
or exercisable for shares of common stock. Thismadaat, subject to certain exceptions, for a [peoiol80 days following the date of this
prospectus, these persons may not offer, sellgpled otherwise dispose of these securities witti@iprior written consent of Warburg

Dillon Read LLC.

At our request, the underwriters have reserveddt at the initial public offering price up to sbsof common stock for our officers,
directors, employees, clients, friends and relgedons who express an interest in purchasing gireses. The number of shares of our Class
A common stock available for sale to the generalipwvill be reduced to the extent these personstmase these reserved shares. The
underwriters will offer any shares not so purchasgthese persons to the general public on the $@asis as the other shares in this initial
public offering.

Prior to this offering, there has been no publickaafor our Class A common stock. Consequently,afiering price for our Class A comm
stock has been determined by negotiations betwesamd the underwriters and is not necessarilya@lat our asset value, net worth or other
established criteria of value. The factors congiden these negotiations, in addition to prevailimgrket conditions, included the history of
and prospects for the industry in which we compateassessment of our management, our prospecisapital structure and certain other
factors as were deemed relevant.

Rules of the SEC may limit the ability of the undsgters to bid for or purchase shares before te&itution of the shares is completed.
However, the underwriters may engage in the folimaactivities in accordance with the rules:

o Stabilizing transactions--The representatives maye bids or purchases for the purpose of pegfjiigg or maintaining the price of the
shares, so long as stabilizing bids do not excesggkaified maximum.

o Over-allotments and syndicate covering transastid he underwriters may create a short positighénshares by selling more shares than
are set forth on the cover page of this prospetitasshort position is created in connection witls offering, the representatives may engage
in syndicate covering transactions by purchasirageshin the open market. The representatives nsayeddct to reduce any short position by

exercising all or part of the over-allotment option

o Penalty bids#f the representatives purchase shares in the m@eket in a stabilizing transaction or syndicateering transaction, they m
reclaim a selling concession from the underwritard selling group members who sold those sharparasf this offering.

Stabilization and syndicate covering transactioay wause the price of the shares to be higherithvawuld be in the absence of these
transactions. The imposition of a penalty bid miglsb have an effect on the price of the shariésliscourages resales of the shares.

Neither us nor the underwriters make any repretentar prediction as to the effect that the tramisas described above may have on
price of the shares. These transactions may octthheoNasdaq National Market or otherwise. If thiearsactions are commenced, they may
be discontinued without notice at any time.

We and the underwriters expect that the sharedwiteady for delivery on the fourth business ddipWing the date of this prospectus.
Under SEC regulations, secondary market tradesegréred to settle in three business days followihegtrade date (commonly referred to as
"T+3"), unless the parties to the trade agreediffarent settlement cycle. As noted above, theeshwill settle in T+3. Therefore, purchasers
who wish to trade on the date of this prospectwduoing the next three succeeding business daysspasify an alternate settlement cycle at
the time of the trade to prevent a failed settlemaorchasers of

58



the shares who wish to trade shares on the dakésgfrospectus or during the next three succedalisgness days should consult their own
advisors.

LEGAL MATTERS

The legality of our Class A common stock offeredlnig prospectus will be passed upon for us by Moydewis & Bockius LLP, New Yorl
New York. Certain legal matters related to thisaffg will be passed upon for the underwriters leyv@y Ballantine LLP, New York, Ne
York.

EXPERTS

The financial statements included in this prospeatud registration statement have been auditecebgiti2 & Touche LLP, independent
auditors, as stated in their report appearingigpghospectus and registration statement, anchaheded in reliance upon the report of such
firm given upon their authority as experts in aatiing and auditing.

WHERE YOU CAN FIND MORE INFORMATION

We have filed with the Securities and Exchange Casion a registration statement (of which this pexdus forms a part) on Form S-1 with
respect to the Class A common stock being offeyetthis prospectus. This prospectus does not coathof the information set forth in the
registration statement and the exhibits and sclesdtiereto. For further information with respectisoand the shares of Class A common
stock offered hereby, reference is made to thestegion statement, including the exhibits and dales thereto. Statements contained in this
prospectus as to the contents of any contracthar alocument referred to herein are not necessaityplete and, where any contract is an
exhibit to the registration statement, each statémih respect to the contract is qualified inrel$pects by the provisions of the revelant
exhibit, to which reference is hereby made. You mead and copy any document we file at the PubdiieRRnce Section of the Securities and
Exchange Commission, 450 Fifth Street, NW, Room418%ashington, D.C. 20549, and the Securities amdh&hge Commission's Regional
Offices located at 500 West Madison Street, Sulg0]1 Chicago, IL 60661, and 7 World Trade Cent8th Floor, New York, NY 10048.

As a result of this offering, we will become sulijexthe information and reporting requirementshaf Exchange Act and, in accordance
therewith, will file periodic reports, proxy statemts and other information with the SEC. Upon apakof the Class A common stock for
guotation on the Nasdaq National Market, such tspproxy and information statements and otherinédgion may also be inspected at the
National Association of Securities Dealers, In@33 K Street, NW, Washington, D.C. 200

The SEC maintains a World Wide Web site that costagports, proxy and information statements ahdrahformation regarding registrants
that file electronically with the SEC. The addre$the SEC's Web site is http://www.sec.gov.
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The following is the form of opinion we will be mposition to issue upon completion of the formatm@ansactions as defined and describg
Note 1 to the financial statements (which are pdahto occur on or prior to the effective date df tiegistration statement), assuming
material changes in circumstances occur priorabtilme which might require adjustment to and/scltisure in such financial statements
and/or notes thereto.

/sl Deloitte & Touche LLP
September 21, 1999

INDEPENDENT AUDITORS' REPORT

To the Board of Directors
and Stockholder of eSpeed, Inc.:

We have audited the accompanying consolidatednséateof financial condition of eSpeed, Inc. and Sdiaries (the "Company") as of June
25, 1999, and the related statements of operatias$, flows and changes in stockholder's equitytf®period from March 10, 1999 (date of
commencement of operations) to June 25, 1999. Tiremecial statements are the responsibility of@menpany's management. Our
responsibility is to express an opinion on thesarftial statements based on our audit.

We conducted our audit in accordance with genesalbepted auditing standards. Those standardsegtat we plan and perform the audit
to obtain reasonable assurance about whethemthedial statements are free of material misstaterdenaudit includes examining, on a test
basis, evidence supporting the amounts and dis@lssn the financial statements. An audit alsoudek assessing the accounting principles
used and significant estimates made by managememiell as evaluating the overall financial statetpeesentation. We believe that our
audit provides a reasonable basis for our opinion.

In our opinion, such consolidated financial statetag@resent fairly, in all material respects, timaricial position of the Company at June 25,
1999, and the results of its operations and ith 8asvs for the period from March 10, 1999 (datecommencement of operations) to June 25,
1999, in conformity with generally accepted accoumprinciples.
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eSPEED, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION

ASSETS

Fixed assets, at COSt..........ccccveevirevreenne
Less accumulated depreciation and amortization.....

Fixed assets, Net........ccoceeeviviieeeeniinnnn.
Prepaid expenses, principally computer maintenance

Total assets........ccveveeeeeeeieiicnnnnnns

LIABILITIES AND STOCKHOLDER'S EQUITY
Liabilities:

Payable to affiliates, net.............cccceee
Accrued compensation and benefits..................
Accounts payable and accrued liabilities...........

Total liabilities............c.ccccvvvvenes

Commitments and contingencies

Stockholder's equity:

Common stock, $.01 par value, 3,000 shares authoriz
outstanding...........eeeeeiiiiieniiiiieeee

Additional paid in capital.

Accumulated deficit.........

Total stockholder's equity..................

Total liabilities and stockholder's equity.........

See notes to consolidated financial statements.

JUNE 25, 1999

$ 8,522,402
(1,009,983)

ed, 12.5 shares issued and
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$ 25,000

7,512,419
1,540,957

$ 2,235,367
3,331,138
1,626,648

5,480,299
(3,595,076)

$9,078,376




eSPEED, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE PERIOD FROM MARCH 10, 1999 (DATE OF COMMENC EMENT OF OPERATIONS) TO
JUNE 25, 1999

Revenues:

Transaction revenues....................... $ 7,551,312
System services fees from affiliates 4,966,294
TOtaAl FEVENUES. ..ccieiiiiiiaeiiieeeeeees s 12,517,606
Expenses:
Compensation and employee benefitS............... . 8,215,463
Occupancy and equipment..........ccccccveenn... 3,458,487
Professional and consulting fees................. 1,715,869
Communications and client networks............... 1,324,240
Transaction services fees paid to affiliates..... 430,532
Adminstrative fees paid to affiliates............ 548,536
Other.......ooiiiiiiieeeee s 511,778
Total EXPENSES.ccciiieiiiiiicciiieee e —————- 16,204,905
Loss before benefit for INCOME taXeS.......c.ceeee e (3,687,299)
INncomMe taX DENEFit ..o e 92,223
NELIOSS. .o e

Pro forma data (unaudited):
Basic and diluted net 10Ss per share..............
Shares of common stock outstanding (in thousands)

See notes to consolidated financial statements.
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eSPEED, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD FROM MARCH 10, 1999 (DATE OF COMMENC EMENT OF OPERATIONS) TO
JUNE 25, 1999

Cash flows from operating activities:

NELIOSS. .ot s $(3,595,076)
Non-cash item included in net loss:

Depreciation and amortization..................— 1,009,983

Increase in operating asset:

Prepaid eXpPenSes......ccccveeeeiniiccces e (338,734)

Increase in operating liabilities:

Accrued compensation and benefits............. L 1,840,302

Payable to affiliate, Net......cccccceceeeeees 2,235,367

Cash provided by operating activities....... e 1,151,842
Cash flows from investing activities:

Acquisitions Of fixed @SSetS......ccccccvvceeees e (1,151,842)
Cash flows from financing activities:

Capital contributioN.....ccccvvviiiiiieenes e ——— 25,000
Netincrease in Cash......ccccovvvieivccicceces 25,000
Cash balance, beginning of period..................© --

$ 25,000

Cash balance, end of period........ccccocceeeeeeee e

Supplemental disclosure of non-cash financing activ ities:
Effective March 10, 1999, Cantor Fitzgerald Securit ies made an initial capital
contribution as follows:
Fixed assets......... e $7,370,560
Prepaid expenses 1,202,223
Accrued compensation and benefits............. (1,490,836)
Accounts payable and accrued expenses......... (1,626,648)
$5,455,299

Total non-cash capital contributed............. L

See notes to consolidated financial statements.



eSPEED, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
FOR THE PERIOD FROM MARCH 10, 1999 (DATE OF COMMENC EMENT OF OPERATIONS) TO
JUNE 25, 1999

COMMON ADDITIONAL TOTAL
STOCK* PAIDIN  ACCUMULATED STOCKHOLDER'S
(PAR VALUES $.01) CAPITAL DEFICIT EQUITY
Balance, March 10, 1999.............ccccevvennen. . $ - $ - 8 -- $ -
Cash capital contribution 25,000 25,000
Non-cash capital contribution . 5,455,299 5,455,299
NEet10SS.....oviiiiiieiieee e . (3,595,076) (3,595,076)
Balance, June 25, 1999.........cccccoeieninennn . $ - $5,480,299 $(3,595,076) $ 1,885,223

* 3,000 shares authorized, 12.5 shares issued @sthading
See notes to consolidated financial statements.
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eSPEED, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
FOR THE PERIOD FROM MARCH 10, 1999 (DATE OF COMMENC EMENT OF OPERATIONS)
TO JUNE 25, 1999

1. ORGANIZATION AND FORMATION TRANSACTION

eSpeed, Inc. ("eSpeed" or, together with its wholisned subsidiaries, the "Company") is a wholly ednsubsidiary of Cantor Fitzgerald
Securities (CFS), which in turn is a 99.5% owneasadiary of Cantor Fitzgerald, L.P. ("CFLP", or &tger with CFS and its subsidiaries,
"Cantor"). eSpeed commenced operations on March99 as a division of CFS. eSpeed is a Delawaygocation that was formed on June
3, 1999. In September 1999, the Company's BoaRdrettors changed eSpeed's fiscal year from theFldday of December to December
The Company engages in the business of operatiaaative electronic marketplaces designed to enalalrket participants to trade secur
and other products more efficiently and at a loea@st than traditional trading environments permit.

The Company intends to file a registration stateérmerForm S-1 with the Securities and Exchange Cimsion for a public offering (the
"Offering") of Class A common stock. The numbesbéres to be offered and the initial offering pridk be determined at a future date. On
or prior to the effective date of the Offering, amgbn obtaining various regulatory approvals, tivenfation transactions will be consummated
and, as such, the accompanying financial statemefi¢t such transactions and the activities qfeefl while operating as a division of CFS
as the historical basis financial statements oke8pThe formation transactions include an in@&ital contribution of net assets of
$5,455,299. This contribution includes fixed asséth a net book value of $7,370,560 and prepafeages of $1,202,223, and the
assumption of liabilities consisting of accrued pemsation, accounts payable and other liabilitfeb30117,484. In exchange for the
contribution of net assets, the Company will ajésg CFS shares of Class B common stock represgati the closing of the Offering,
approximately % of the outstanding common stocthefCompany and b) make a payment to CFS of $3®mfrom the proceeds of the
Offering, which will be recorded as a reductiorfidditional paid in capital. As the issuance of giares and the related payment are
contingent upon the successful completion of thfel@fy, they have not been reflected in the accaipg financial statements. Upon
completion of the Offering, the capitalization &peed will consist of shares of authorized Clag®®mon stock, $.01 par value, shares of
Class B common stock, $.01 par value, and sharpeetdrred stock, $.01 par value. The rights oflbd of shares of common stock will be
substantially identical, except that holders of$SIB common stock will be entitled to 10 votes giaare, while holders of Class A common
stock will be entitled to one vote per share. Aiddially, each share of Class B common stock wiltbevertible at any time, at the option of
the holder, into one share of Class A common stock.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

USE OF ESTIMATES--The preparation of the consobddinancial statements in conformity with gengraltcepted accounting principles
requires management to make estimates and assas it affect the reported amounts of the assetdiabilities, revenues and expenses,
and the disclosure of contingent assets and liesilin the consolidated financial statements.rezatis, by their nature, are based on judgment
and available information. As such, actual restitsld differ from the estimates included in thesasolidated financial statements.

SECURITIES TRANSACTIONS--Securities transactiond &éme related transaction revenues are recordedtiae date basis.

FIXED ASSETS--Fixed assets, which comprise compater communication equipment and software, areedéed over their estimated
economic useful lives of three to five years usingaccelerated method. Upon commencement of opesathe Company adopted Statement
of Position 98-1, "Accounting for the Costs of Cargr Software Developed or Obtained for Internad Uéccordingly, internal and external
direct costs of application development and of iolitg software for internal use are capitalized anwbrtized over their estimated economic
useful lives of three to five years using an aaed¢ésl method.
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eSPEED, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)
FOR THE PERIOD FROM MARCH 10, 1999 (DATE OF COMMENC EMENT OF OPERATIONS)
TO JUNE 25, 1999

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES--(CONNUED)

NEW ACCOUNTING PRONOUNCEMENT--In June 1998, the Financial Accounting Stand®&uolard issued Statement of Financial
Accounting Standards ("SFAS") No. 133, "AccountfagDerivative Instruments and Hedging Activitieshich establishes accounting and
reporting standards for derivative instrumentsluding certain derivative instruments embeddedtireocontracts, and for hedging activities.
The statement, as amended, is effective for figeats beginning after June 15, 2000. eSpeed hasagee the impact of adopting SFAS No.
133 and believes it will not have a material effectits financial statements.

PRO FORMA DATA (UNAUDITED)--Pro forma basic lossmpshare is computed based upon giving effect tegayersion of the shares
currently outstanding common stock to the equivtatermber of shares of Class B common stock tofees to CFS, and (b) the equivalent
number of shares of Class A common stock to beedsthose proceeds would be necessary to pay CF8#iba for its initial contribution
of net assets to eSpeed. The pro forma sharesodisy for the period ended June 25, 1999 are ctedms follows:

Pro forma diluted net loss per share is the sanpeca®rma basic net loss per share because treneewo dilutive securities outstanding for
the period ended June 25, 1999.

3. FIXED ASSETS
Fixed assets consist of the following:

JUNE 25, 1999

Computer and communication equipment................ e $ 7,838,620
SOftWArE....coiiiiiiiiiccceeeeee e 683,782
8,522,402
Less accumulated depreciation and amortization..... (1,009,983)
Fixed @ssets, Net.....cccccvvcvcrinininceee $ 7,512,419

4. INCOME TAXES

The Company has operated as a division of CFS,hwikia New York partnership. Under applicable fatland state income tax laws, the
taxable income or loss of a partnership is allat&beeach partner based upon their ownership isite@#S is, however, subject to the
Unincorporated Business Tax ("UBT") of the CityMdw York, and the benefit for income taxes represameduction in UBT. The loss
generated by eSpeed will be used as a reductitiredéixable income of CFS and, as such, eSpeetevitimbursed for such tax and has
recognized the benefit as an offset to payabldfilates. Upon completion of the Offering, the isthalone operations of eSpeed will be
subject to income tax as a corporation.
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eSPEED, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)
FOR THE PERIOD FROM MARCH 10, 1999 (DATE OF COMMENC EMENT OF OPERATIONS)
TO JUNE 25, 1999

5. COMMITMENTS AND CONTINGENCIES

LEASES--Under an administrative services agreenespeed is obligated for minimum rental paymentieurarious non-cancelable leases
with third parties, principally for office spacecanomputer equipment, expiring at various datesutyn 2004 as follows:

FOR THE PERIOD ENDING DECEMBER 31:

1999 . e, $ 1,550,771
2000 i e 3,530,211
20 1 3,381,511
2002 e, 3,325,871
2003 e, 3,284,465
Thereafter.....coocvveeeeeee 14,552,147
Total oo e, $ 29,624,976

Rental expense under the above and under all offeating leases amounted to $930,462 for the gperided June 25, 1999.

LEGAL MATTERS--On May 5, 1999, Cantor, togetherwithe Board of Trade of the City of Chicago, TheM\¥ork Mercantile Exchange
and The Chicago Mercantile Exchange, were sueddmtrianic Trading Systems, Inc. in the United S$tddéstrict Court for the Northern
District of Texas (Dallas Division) for alleged rifgement of Wagner United States patent 4,903,@6tltled "Automated Futures Trade
Exchange." The patent relates to a system and ghédndmplementing an electronic, computer-autorddteures exchange. On July 1, 1999,
Cantor answered the complaint, asserting, amorgy ¢tings, that the '201 patent was invalid andmioinged by Cantor and that Cantor was
not the real party in interest. Although not idéad by the complaint, Cantor believes that theesysbeing charged with infringement is a
version of the electronic trading system used leyGantor Exchange which Cantor is contributindi®€ompany in connection with this
offering. If the plaintiff is successful in the lawit, the Company may be required to obtain a iedo develop and market one or more of its
services, to cease developing or marketing suchcesror to redesign such services. There can lassurances that the Company would be
able to obtain such licenses or that the Companyldvoe able to obtain them at commercially reastnedies, or if unable to obtain licenses
that the Company would be able to redesign itsiseswto avoid infringement.

Cantor owns U.S. patent 5,905,974, entitled "Aut@aauction Protocol Processor.” On August 10, 1999erty Brokerage Investment
Corporation filed an action for declaratory judgmignthe United States District Court for the Distiof Delaware, claiming that the '974
patent was invalid, unenforceable and not infringgd.iberty. The Company will assume responsibildy defending this suit.

Although the ultimate outcome of these actions oabe ascertained at this time and the resultsgzlIproceedings cannot be predicted with
certainty, it is the opinion of management thatrdeolution of these matters will not have a matexilverse effect on the financial condition
or results of operations of the Company.

RISKS AND UNCERTAINTIES--The Company generateg@&genues by providing securities trading activitigsand by executing
transactions with, institutional customers of CIR8 aertain of its affiliates. Revenues for theswises are transaction based. As a result, the
Company's revenues could vary based on the traosaatlume of financial markets around the world.

6. RELATED PARTY TRANSACTIONS

The Company operates interactive electronic malkeds. For providing these services, the Comparsives a percentage of the transaction
revenues ranging from 2.5% to 100% from Cantor'ketplace
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eSPEED, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)
FOR THE PERIOD FROM MARCH 10, 1999 (DATE OF COMMENC EMENT OF OPERATIONS)
TO JUNE 25, 1999

6. RELATED PARTY TRANSACTIONS--(CONTINUED)

businesses, depending on the type of electromiicesrprovided for the transaction. Revenues fraohdransactions during the period ended
June 25, 1999 totaled $7,551,312.

On certain transactions (those where the Compargives 100% of the commission revenue share), CHS affiliates provides the
Company with services for which CFS or its affiias paid a fee of 10%, 20% or 35% of the transaatévenue earned on the transaction.
Charges to the Company from CFS and its affilifdesuch transaction services during the periocednlline 25, 1999 totaled $430,532.

The Company also provides network, data centersanger administration support and other technok®gyices to CFS and its affiliates. The
Company charges CFS and its affiliates for thesdcss commensurate with its costs of providingstheervices. System services fees
received from CFS and its affiliates during theipgended June 25, 1999 totaled $4,966,294.

Under an administrative services agreement, CFStauadfiliates provide various administrative sees to the Company, including
accounting, tax, sales and marketing, legal, aaifittes management. The Company is required tmbeirse CFS or its affiliate for the cost
providing such services. The administrative ses/amgreement has a three-year term which will reamg@matically for successive one-year
terms unless cancelled upon six month's prior ediiceither the Company or CFS and its affilialéee Company incurred administrative
fees for such services during the period ended 26n&999 totaling $548,536.

7. REGULATORY CAPITAL REQUIREMENTS

Through its broker-dealer subsidiaries, eSpeed fbBovent Securities, Inc. and eSpeed Securities, tine.Company will be subject to
Securities and Exchange Commission broker-deatgidaon under Section 15C and Rule 17a-5, respagtiof the Securities Exchange Act
of 1934. As such, at current business levels thabsidiaries would both be required to maintainiminm net capital, as defined, of $5,000.
In addition, eSpeed's broker-dealer subsidiarhénUnited Kingdom, eSpeed Securities Internatibtdl, expects to be subject to the rules of
the Securities and Futures Authority, which recuim@nimum net capital of approximately $50,000.

As of June 25, 1999, CFS had contributed cash 5j08® to eSpeed. Subsequent to June 25, 1999, @fisbated for 87.5 shares of
common stock an additional $175,000 of capitalSpeed, which was combined with the original casision and then contributed equally
eSpeed Government Securities, Inc. and eSpeeditses;unc., resulting in each subsidiary havin@®D00 of capital.

8. EMPLOYEE BENEFIT PLAN

Employees of eSpeed are eligible to participathénCantor Fitzgerald Deferral Plan (the "Plan'jch is a deferred-salary plan sponsored
by CFLP, whereby an eligible employee may eleddfer a portion of his salary by directing eSpeedantribute to the Plan. The Plan is
available to all employees of eSpeed meeting cedligibility requirements and is subject to theyisions of the Employee Retirement
Income Security Act of 1974. All expenses assodiatih the administration of the Plan are currepyd by CFLP at its option.

9. LONG-TERM INCENTIVE PLAN

The Company intends to adopt a Long-Term IncerRiam (the "Plan") which will provide for awardstime form of 1) either incentive stock
options or non-qualified stock options ("NQSO'®) stock appreciation rights;

3) restricted or deferred stock; 4) dividend eql@nts; 5) bonus shares and awards in lieu of otidiga to pay cash compensation; and 6)
other awards the value of which is based in whol@a part upon the value of eSpeed's common stock.
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eSPEED, INC. AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS--(CONTIN UED)
FOR THE PERIOD FROM MARCH 10, 1999 (DATE OF COMMENC EMENT OF OPERATIONS)
TO JUNE 25, 1999

9. LONG-TERM INCENTIVE PLAN--(CONTINUED)

The Compensation Committee of the Board of Directitl administer the Plan and will generally begmwered to select the individuals
who will receive the awards and the terms and d¢amdi of those awards.

The Plan also authorizes the automatic grant of 8®% non-employee directors upon initial electism director and additional grants at
each annual meeting thereafter. These optionshaile an exercise price equal to the fair marketevaf the Class A common stock on the
date of grant.

In connection with the Offering, the Company alsiends to issue stock options to certain officai @mployees at an exercise price equal to
the initial public offering price.

10. STOCK PURCHASE PLAN

The Company intends to adopt a Stock Purchaset®laermit eligible employees, including employeé€antor, to purchase shares of
eSpeed common stock at a discount. At the endabf parchase period, as defined, accumulated pajedilictions will be used to purchase
stock at a price determined by a Stock Purchased&lministrative committee, which will generallytioe less than 85% of the lowest market
price at various defined dates during the purcipased.

11. SEGMENT AND GEOGRAPHIC DATA

SEGMENT INFORMATION--The Company currently operatissbusiness in one segment, that of operatiregative electronic
marketplaces for the trading of securities andrdiinancial products. This segment comprised apiprately 60% of revenues for the period
ended June 25, 1999. The remainder of the Compeeugsnues were derived from system services feesvwed from CFS and its affiliates.

GEOGRAPHIC INFORMATION--The Company operates in th&., Europe and Asia. Revenue attribution foppses of preparing
geographic data is principally based upon the mpl&ee where the financial product is traded, whasha result of regulatory jurisdiction
constraints in most circumstances, is also reptatiea of the location of the client generating tremsaction resulting in commissionable
revenue. The information that follows, in managetsgondgement, provides a reasonable representafire activities of each region as of
and for the period ended June 25, 1999:

Transaction Revenues:

BUIOPE. ittt e $ 1,961,258

ASIBuciiiiiiiiii e e, 58,466
Total NON-U.S...iiiiiiiiiiiieeeieeee e 2,019,724

U S e e 5,531,588
81 ] - $ 7,551,312

EUIOPE.cvii i e $ 2,500,397

N - 945,265
Total NON-U.S....vvviiiiiiiiiiiiieiiiieeee e 3,445,662

U S e e 3,995,828
TOtal i e $ 7,441,490
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NO PERSON HAS BEEN AUTHORIZED TO GIVE ANY INFORMATN OR TO MAKE ANY REPRESENTATIONS OTHER THA|
THOSE CONTAINED IN THIS PROSPECTUS AND, IF GIVEN QRADE, SUCH INFORMATION OR REPRESENTATIONS MUST
NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED. THI®PROSPECTUS DOES NOT CONSTITUTE AN OFFER TO SELL
THE SOLICITATION OF AN OFFER TO BUY ANY SECURITIE®THER THAN THE SECURITIES DESCRIBED IN THIS
PROSPECTUS OR AN OFFER TO SELL OR THE SOLICITATI@Q¥ AN OFFER TO BUY SUCH SECURITIES IN ANY
CIRCUMSTANCES IN WHICH SUCH OFFER OR SOLICITATIONSIUNLAWFUL. NEITHER THE DELIVERY OF THIS
PROSPECTUS NOR ANY SALE MADE THEREUNDER SHALL, UNBEANY CIRCUMSTANCES, CREATE ANY IMPLICATION
THAT THE INFORMATION CONTAINED HEREIN OR THEREIN ISSORRECT AS OF ANY TIME SUBSEQUENT TO THE DATE (
SUCH INFORMATION.
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PART Il
INFORMATION NOT REQUIRED IN PROSPECTUS

ITEM 13. OTHER EXPENSES OF ISSUANCE AND DISTRIBUTION.

The following table sets forth the expenses (othan underwriting compensation expected to be med)rin connection with this offering.
of such amounts (except the SEC registration feetlaey NASD filing fee) are estimated.

SEC registration fee........cccccceeeviiiiiinnnnns
Nasdagq listing fee......cccccccvvveveeeeennninnnn.
NASD filing fee......ccccveiiiiiiiiiiiiies

Blue Sky fees and expenses..........ccccccveeennne
Printing and Engraving COStS...........cccceenne.
Legal fees and expenses............
dAccounting fees and expenses
Transfer Agent and Registrar fees and expenses.....
Miscellaneous..........cc.eeeeviviieeiniiieneene

Total $ *

* To be completed by amendment.
ITEM 14. INDEMNIFICATION OF DIRECTORS AND OFFICERS.

Our By-Laws provide that we shall, to the fullestemt permitted by
Section 145 of the General Corporation Law of tteteSof Delaware (the "DGCL"), as amended from ttm&me, indemnify all persons
whom it may indemnify pursuant thereto.

Section 145 of the DGCL permits a corporation, ursgecified circumstances, to indemnify its direstofficers, employees or agents agz
expenses (including attorneys' fees), judgmemntssfand amounts paid in settlements actually aasbrebly incurred by them in connection
with any action, suit or proceeding brought bydparties by reason of the fact that they weraedaectors, officers, employees or agent
the corporation, if such directors, officers, enygles or agents acted in good faith and in a mahegrreasonably believed to be in or not
opposed to the best interests of the corporationith respect to any criminal action or procegdimad no reason to believe their conduct
was unlawful. In a derivative action, i.e., onednjin the right of the corporation, indemnificatioray be made only for expenses actually and
reasonably incurred by directors, officers, empésyer agents in connection with the defense desstnt of an action or suit, and only with
respect to a matter as to which they shall havedaotgood faith and in a manner they reasonablg\ma to be in or not opposed to the best
interests of the corporation, except that no indécation shall be made if such person shall haeerbadjudged liable to the corporation,
unless and only to the extent that the court inclvlthe action or suit was brought shall determipenuapplication that the defendant direct
officers, employees or agents are fairly and realslyrentitled to indemnity for such expenses desgitch adjudication of liability.

Our Amended and Restated Certificate of Incorponggirovides that our directors will not be persgnkble to us or our stockholders for
monetary damages resulting from breaches of ththiciary duty as directors except (a) for any bheaicthe duty of loyalty to us or our
stockholders, (b) for acts or omissions not in gtasth or which involve intentional misconduct okmowing violation of law, (c) under
Section 174 of the DGCL, which makes directorslédbr unlawful dividends or unlawful stock repuastes or redemptions, or

(d) for transactions from which directors derivepimper personal benefit.

The Underwriting Agreement, filed as Exhibit 1, yides that the Underwriters named therein will imaéfy us and hold us harmless and
each of our directors, officers or controlling g®rs from and against certain liabilities, includiiabilities under the Securities Act. The
Underwriting Agreement also provides that such Wwdiéers will contribute to certain liabilities @uch persons under the Securities Act.

ITEM 15. RECENT SALES OF UNREGISTERED SECURITIES.
The Registrant has issued and sold the followingsies since June 3, 1999 (inception):

(1) On June 24, 1999, we issued 12.5 shares of Blammmon stock to Cantor Fitzgerald Securitiesafoaggregate purchase price of
$25,000;

(2) On June 30, 1999, we issued 37.5 shares of constock to Cantor Fitzgerald Securities for $76;Ghd
(3) On July 27, 1999, we issued 50 shares of @assmmon stock to Cantor Fitzgerald Securitiesft®0,000.
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The sale of the above securities was deemed tadrap from registration under the Securities Aatdliance on Section 4(2) of the
Securities Act, or Regulation D promulgated thed®imas a transaction by an issuer not involvipglalic offering.

ITEM 16. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) Exhibits

EXHIBIT

NUMBER DESCRIPTION

1 -- Form of Underwriting Agreement*

2 -- Assignment and Assumption Agreement, dated as of , 1999, between Cantor Fitzger ald, L.P. and
eSpeed, Inc.*

3.1 -- Amended and Restated Certificate of Incorporation of eSpeed, Inc.*

3.2 -- Amended and Restated By-Laws of eSpe ed, Inc.*

4 -- Specimen Common Stock Certificate.*

5 -- Opinion of Morgan, Lewis & Bockius L LP*

10.1 -- Long-Term Incentive Plan of eSpeed, Inc.*

10.2 -- eSpeed, Inc. Stock Purchase Plan*

10.3 -- Form of Joint Services Agreement, da ted as of , 1999, by and among eSpeed, Inc., eSpeed
Securities, Inc., eSpeed Government Securities, Inc., eSpeed Securities International L td. and Cantor
Fitzgerald, L.P.*

10.4 -- Form of Administrative Services Agre ement, dated as of , 1999, among Can tor Fitzgerald,
L.P., eSpeed, Inc., eSpeed Securitie s, Inc., eSpeed Government Securities, Inc. and eSp eed Securities
International Ltd.*

21.1 -- List of subsidiaries of eSpeed, Inc.

23.1 -- Consent of Deloitte & Touche LLP*

23.2 -- Consent of Morgan, Lewis & Bockius L LP (contained in Exhibit 5)*

24 -- Powers of Attorney (included on sign ature page)

27 -- Financial Data Schedule

* To be filed by amendment.
(b) Financial Statement Schedules

The financial statement schedules are omitted Isectiiey are inapplicable or the requested infolomas shown in the consolidated financial
statements of eSpeed, Inc. or related notes thereto

ITEM 17. UNDERTAKINGS.
The undesigned registrant hereby undertakes assil

(1) The undersigned will provide to the underwstat the closing specified in the Underwriting Agre=nt certificates in such denominations
and registered in such names as required by theramiters to permit prompt delivery to each pur@ras

(2) For purposes of determining any liability untiee Securities Act, the information omitted frome form of prospectus filed as part of this
registration statement in reliance on Rule 430A esatained in a form of prospectus filed by theis&gnt pursuant to Rule 424(b)(1) or
(4) or 497(h) under the Securities Act shall bendieg to be part of this registration statement ah@time it is declared effective.

(3) For the purpose of determining any liabilityden the Securities Act of 1933, each post-effecinendment that contains a form of
prospectus shall be deemed to be a new registrst@@ment relating to the securities offered thewnd the offering of such securities at
time shall be deemed to the initial bona fide offgithereof.

Insofar as indemnification arising under the SdimgiAct may be permitted to directors, officersl @ontrolling persons of the registrant
pursuant to the provisions described in Iltem 1dtherwise, the registrant has been advised théeimpinion of the Securities and Exchange
Commission such indemnification is against pubbliqy as expressed in the Act and is, thereforenforceable. In the event that a claim for
indemnification against such liabilities (otherrnithe payment by the registrant of expenses indwreaid by a director, officer or
controlling person of the registrant in the sucidstefense of any action, suit or proceeding)siseated by such director, officer or controll
person in connection with the securities beingsteged, the registrant will, unless in the opinabits counsel the matter has been settled by
controlling precedent, submit to a court of appiaterjurisdiction the question whether such inddioation by it is against public policy as
expressed in the Act and will be governed by thalfadjudication of such issue.
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SIGNATURES

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES AOF 1933, THE REGISTRANT HAS DULY CAUSED THIS
REGISTRATION STATEMENT TO BE SIGNED ON ITS BEHALFBTHE UNDERSIGNED, THEREUNTO DULY AUTHORIZED, IN
THE CITY OF NEW YORK, THE STATE OF NEW YORK, ON THELST DAY OF SEPTEMBER, 1999.

eSpeed, Inc.

By: /sl HOWARD W. LUTNICK

Name: Howard W. Lutnick
Title: Chairman of the Board and
Chief Executive Officer

POWERS OF ATTORNEY

KNOW ALL PERSONS BY THESE PRESENTS, THAT EACH PER$S@WHOSE SIGNATURE APPEARS BELOW CONSTITUTES
AND APPOINTS HOWARD W. LUTNICK, FREDERICK T. VARACEI, AND DOUGLAS B. GARDNER AND EACH OF THEM,
WITH FULL POWER TO ACT WITHOUT THE OTHER, SUCH PER®'S TRUE AND LAWFUL ATTORNEYS-IN-FACT AND
AGENTS, WITH FULL POWER OF SUBSTITUTION AND RESUBSIUTION, FOR HIM AND IN HIS NAME, PLACE AND STEAD,
IN ANY AND ALL CAPACITIES, TO SIGN THIS REGISTRATIN STATEMENT, ANY AND ALL AMENDMENTS THERETO
(INCLUDING POST-EFFECTIVE AMENDMENTS), ANY SUBSEQUYET REGISTRATION STATEMENTS PURSUANT TO RULE 462
OF THE SECURITIES ACT OF 1933, AS AMENDED, AND ANXMENDMENTS THERETO AND TO FILE THE SAME, WITH
EXHIBITS AND SCHEDULES THERETO, AND OTHER DOCUMENTIBI CONNECTION THEREWITH, WITH THE SECURITIES
AND EXCHANGE COMMISSION, GRANTING UNTO SAID ATTORNES-IN-FACT AND AGENTS, AND EACH OF THEM, FULL
POWER AND AUTHORITY TO DO AND PERFORM EACH AND EVERACT AND THING NECESSARY OR DESIRABLE TO BE
DONE IN AND ABOUT THE PREMISES, AS FULLY TO ALL INENTS AND PURPOSES AS HE MIGHT OR COULD DO IN
PERSON, HEREBY

RATIFYING AND CONFIRMING ALL THAT SAID ATTORNEYS-IN-FACT AND AGENTS, OR ANY OF THEM, OR THEIR OR HIS
SUBSTITUTE OR SUBSTITUTES, MAY LAWFULLY DO OR CAUSEO BE DONE BY VIRTUE HEREOF.

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES AOIF 1933, THIS REGISTRATION STATEMENT HAS BEEN
SIGNED BY THE FOLLOWING PERSONS IN THE CAPACITIESND ON THE DATE INDICATED.

SIGNATURE TITLE DATE

/sl HOWARD W. LUTNICK Chairma n of the Board and Chief Executive ~ September 2 1, 1999
Officer

Howard W. Lutnick

/s| FREDERICK T. VARACCHI Preside nt and Chief Operating Officer September 2 1, 1999

Frederick T. Varacchi

/s| DOUGLAS B. GARDNER Vice Ch airman September 2 1, 1999

Douglas B. Gardner

/sl KEVIN C. PICCOLI Senior Vice President and Chief Financial =~ September 2 1, 1999
Officer (Principal Financial and Accounting
Kevin C. Piccoli Officer )
/sl STEPHEN M. MERKEL Senior Vice President, General Counsel and  September 2 1, 1999
Secreta ry

Stephen M. Merkel
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EXHIBIT

NUMBER DESCRIPTION

10.1
10.2
10.3

10.4

-- Form of Underwriting Agreement*
-- Assignment and Assumption Agreem
Fitzgerald, L.P. and eSpeed, Inc
-- Amended and Restated Certificate
-- Amended and Restated By-Laws of
-- Specimen Common Stock certificat
-- Opinion of Morgan, Lewis & Bocki
-- Long-Term Incentive Plan of eSpe
-- eSpeed, Inc. Stock Purchase Plan
-- Form of Joint Services Agreement
Inc., eSpeed Securities, Inc., e
International Ltd. and Cantor Fi
-- Form of Administrative Services
Cantor Fitzgerald, L.P., eSpeed,
Securities, Inc. and eSpeed Secu
-- List of subsidiaries of eSpeed,
-- Consent of Deloitte & Touche LLP
-- Consent of Morgan, Lewis & Bocki
-- Powers of Attorney (included on
-- Financial Data Schedule

* To be filed by amendmer

EXHIBIT INDEX

ent, dated as of , 19 , between Cantor
*

of Incorporation of eSpeed, Inc.*

eSpeed, Inc.*

e.*

us LLP*

ed, Inc.*

*

, dated as of , 1999, by and among eSpe
Speed Government Securities, Inc., eSpeed Securitie
tzgerald, L.P.*

Agreement, dated as of , 1999, amon

Inc., eSpeed Securities, Inc., eSpeed Government
rities International Ltd.*

Inc.

*

us LLP (contained in Exhibit 5)*

signature page)

ed,



EXHIBIT 21.1
SUBSIDIARIES

eSpeed Securities, Inc.
eSpeed Government Securities, Inc.
eSpeed Securities International L



ARTICLE 5
MULTIPLIER: 100C

PERIOD TYPE YEAR
FISCAL YEAR END DEC 31 199
PERIOD START MAR 10 199¢
PERIOD END JUN 25 199
CASH 25,00(
SECURITIES 0
RECEIVABLES 0
ALLOWANCES 0
INVENTORY 0
CURRENT ASSET¢ 1,540,95
PP&E 8,522,40:
DEPRECIATION (1,009,983
TOTAL ASSETS 9,078,37!
CURRENT LIABILITIES 7,193,15:
BONDS 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 0
OTHER SE 1,885,22.
TOTAL LIABILITY AND EQUITY 9,078,37!
SALES 12,517,60
TOTAL REVENUES 12,517,60
CGS 0
TOTAL COSTS 0
OTHER EXPENSE! 16,204,90
LOSS PROVISION 0
INTEREST EXPENSE 0
INCOME PRETAX (3,687,299
INCOME TAX (92,223
INCOME CONTINUING (3,595,076
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (3,595,076
EPS BASIC 0.00(
EPS DILUTED 0.00(¢
End of Filing
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