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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, datedNovember 15, 1999

8,500,000 SHARES

CLASS A COMMON STOCK

We operate global interactive electronic marketpdadesigned to enable market participants to fimdacial instruments and other products
instantaneously, more effectively and at a lowest tloan traditional trading methods. Of the 8,500,8hares of Class A common stock
offered by this prospectus, we are offering 6,000,8hares and the selling stockholder identifiethis prospectus under "Principal and
Selling Stockholders" is offering 2,500,000 shaWs. will not receive any proceeds from the saléhgyselling stockholder of shares of our
Class A common stock.

No public market currently exists for our Class@runon stock. We estimate that the initial publifedhg price per share will be betwe
$17.00 and $19.00. We have applied to have ours@lamommon stock approved for quotation on the ldgddational Market under the
symbol "ESPD." See "Underwriting" for a discussadrthe factors to be considered in determiningitiitéal public offering price.

INVESTING IN OUR CLASS A COMMON STOCK INVOLVES RIS8. SEE "RISK FACTORS" BEGINNING ON PAGE 5 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.....ccccocevvevvcvveeecce e $ $

Underwriting discounts and commissions............. . . $ $ -
Proceeds, before expenses, to US.......cccceeeeeeee e $ $ -
Proceeds to the selling stockholder................. L $ $ -

We and the selling stockholder have granted thewwiters a 30-day option to purchase up to antiahdil 1,000,000 and 275,000 shares,
respectively, of Class A common stock to cover eallatments at the initial public offering price psrare less the underwriting discounts
commissions. If the option is exercised in fulk tiotal underwriting discounts and commissions bell$ , the total proceeds, before expenses
to us will be $ and the total proceeds to the sgltitockholder will be $ .

The underwriters expect to deliver the shares af€A common stock in New York, New York on, 1999.
WARBURG DILLON READ LLC
HAMBRECHT & QUIST
THOMAS WEISEL PARTNERS LLC
CANTOR FITZGERALD & CO.

The date of this prospectus is , 19
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Unless otherwise indicated, all information in thiespectus assumes that the underwriters' ovatirradht option will not be exercised.



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 risktfas and the financial statements. Unless
otherwise indicated, the information in this prastps assumes that the contribution of assets by @antor Fitzgerald, L.P. and its affiliates
which is described below has taken place.

OVERVIEW OF OUR BUSINESS

We operate global interactive electronic marketpdadesigned to enable market participants to findacial instruments and other products
instantaneously, more effectively and at lower toah traditional trading methods. Our marketplaescurrently used by most of the largest
financial institutions and wholesale market papidgits to trade in a wide range of global fixed mecsecurities, futures, options and other
financial instruments. These financial instrumentdude government securities denominated in UdBacs, Euros, Yen, British Pounds
Sterling, Canadian dollars and currencies of emergiarket countries, as well as securities of dg@ncies, municipal securities, Eurobonds,
corporate bonds and other global fixed income seesiand U.S. Treasury futures. We operate thgektrglobal electronic marketplace for
U.S. Treasury securities and other leading gloleaiteonic marketplaces for fixed income securities financial instruments, most of which
have been converted or are being converted to®REED SM electronic trading platform. We also opeeaU.S. Treasury futures exchange
marketplace that is known as the CANTOR EXCHANGE, $M first fully electronic futures exchange fbettrading of U.S. Treasury
futures. We expect the CANTOR EXCHANGE SM to semgeour platform for the electronic trading of addagange of futures contracts
globally. Our current marketplaces process findnogrument transactions of over $150 billion day, of which more than $6 billion are
wholly-electronic orders not involving any pers@am intermediary. Our revenues are driven by igadctivity and volume in our
marketplaces. We commenced operations in March &9%0division of Cantor Fitzgerald.

We believe we operate the only electronic markegdaised for trading in multiple securities andificial and non-financial instruments on a
global basis. Over 500 institutions worldwide paipgate in our marketplaces, including all of thel@gest bond trading firms in the world, as
identified by Euromoney Magazine. Most of thesdiingons use our proprietary screen displays antéaling platforms, which allow us to
deliver information and execute transactions instagously through their computer security barrikad permit or exclude entry into their
internal networks. We have devoted significant veses to developing client arrangements, provigioigit- to-point communications links
and creating proprietary software to establish ectivity through these security barriers in oraesécurely deliver data and execute
transactions for our clients.

OUR INDUSTRY

Traditional trading methods are relatively slowpemsive and limited. In both the fixed income amiifes markets, trading practices
historically have centered around a method of tidlinown as open outcry, where trading activitijpused on a central location, or pit.
Market participants in the pit often have accedsetiter and more timely market information thansalérs. In order to access the pit,
individuals and institutional traders must sendrtbeders through several layers of middlemen. $aation costs are high due to the number
of people involved in an open outcry system ancatetien can be slow. Program trading is difficultimpossible to implement because of the
current manual nature of these markets, espegetigrams designed to automatically and simultangaxecute multiple trades in different,
but related, financial products. Processing, carifig and clearing paper-based trades are alsotivegyconsuming and expensive. Paper and
telephone-based trading produces delayed informatial results in compliance programs that are estpemo manage and can be
circumvented. Because of these impediments, nartretéc trading methods limit trading volume angliidity.

OUR ELECTRONIC MARKETPLACE SOLUTION

Our interactive electronic marketplaces are powesedur eSPEED SM system, which employs our priviatgantaneous, electronic network
and proprietary transaction processing software.€3PEED SM system has a flexible design whichnallos to quickly and easily add new
financial instruments in multiple currencies aratling models. It uses our network distribution eystwhich we believe is one of the most
robust systems in operation, enabling us to proaim®ss to accurate market information and instaotass trade execution. The system is
designed to minimize the need for human interméslian the trading process by providing clientshwitultiple methods of accessing our
marketplaces and executing trades directly, uifZNTERACTIVE MATCHING SM, our proprietary, rulgsased trading method that
interactively executes buy and sell orders fromtipl@l market participants.
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The benefits of our eSPEED SM system include theviing:

o0 instantaneous price dissemination and trade ¢x@cu

o lower transaction costs;

o multiple product program trading;

o greater accuracy and decreased probability oheous trades;
o integrated compliance and credit risk functions;

o highly efficient pricing on illiquid securitiesnd

o ability to automate back-office functions.

OUR GROWTH STRATEGY

Our objective is to be the leading provider of iatgive electronic marketplaces worldwide. Our gitostrategy to achieve this objective
includes:

o focusing exclusively on developing and operatimigractive electronic marketplaces;

o expanding the number of financial and non-finahproducts in our electronic marketplaces;
0 converting clients to fully electronic trading;

o leveraging existing eSPEED SM system connecttaityeploy new products and services;

o enabling online retail broker access to wholes@eketplaces, where appropriate, for fixed incameurities and other financial products so
as to allow bonds and other financial instrumeatsade online similar to stocks;

0 pursuing acquisitions and strategic allianced; an
o leveraging our eSPEED SM system for use in noarftial, business-to-business and consumer maaketpl
OUR HISTORY

We commenced operations in March 1999 as a divisid@antor Fitzgerald and have not yet made a prOfier the past 25 years, Cantor has
been a leading global broker-dealer of fixed incameurities. In 1972, Cantor developed the wofidss screen-based brokerage market in
U.S. government securities. Since the early 196@stor has been developing systems to promote éldlgtronic marketplaces. Since 1996,
Cantor has invested more than $200 million in infation technology, including the development ofppietary electronic transaction
processing software, network distribution systemd ielated contractual rights, which culminatethia development of our eSPEED SM
system.

Today, Cantor executes in excess of $45 trilliotramsaction volume annually and is a major faatiit of liquidity in numerous financial
products through its offices in the United Stat@asnada, Europe and Asia. Our eSPEED SM systemda®tine only way to electronically
access Cantor's marketplaces. Consequently, wavbdhat clients will be strongly motivated to ws® interactive electronic marketplaces.
We share with Cantor a portion of the transactiagell revenues paid by financial market participontsades using our electronic
marketplaces. Cantor and most of the largest fimantstitutions in the world are currently ourpiry clients. See "Relationship with Cantor-
-Joint Services Agreement."

Concurrent with this offering, Cantor is contrimgito us substantially all of our assets, includimgeSPEED SM system. In exchange for
these assets, we are issuing to Cantor common statkill represent over 98% of the voting poweoor outstanding capital stock after this
offering. We believe our relationship with Cantsrai significant competitive advantage.

HOW TO CONTACT US

Our executive offices are located at One World &r@énter, 103rd Floor, New York, New York 10048 r@lephone number is (212) 938-
3773. Our Web site is http://www.espeed.com ande-mail address is info@espeed.com. We are a Delavegip®ration






Class A common stock offered by:

THIS OFFERING

eSpeed.......cccveveiiiiiieeeiien 6,000,0 00 shares
The selling stockholder................. 2,500,0 00 shares
Total...ooceeeeeiieceeee 8,500,0 00 shares
Common stock to be outstanding after this
offering......cveveeeeiiiiniinnn, 8,500,0 00 shares of Class A common stock and 41,500,000 sh ares of
Class B common stock (1)(2)

Use of proceeds.........ccoeveevunnnenn. We inte nd to use the net proceeds from this offering for
(1) inv estment in hardware and software for entry into exi sting and
new mar ketplaces, (2) hiring technology and other professi onals to
develop new products, (3) sales, marketing and advertising and
(4) wor king capital and general corporate purposes, includ ing
possibl e acquisitions. See "Use of Proceeds" and "Relation ship with
Cantor. "

Voting rightS........ccccceeiiiiiennne The rig hts of holders of shares of common stock are substa ntially
identic al, except that holders of Class B common stock wil | be
entitle d to 10 votes per share, while holders of Class A ¢ ommon stock
will be entitled to one vote per share. See "Description o f Capital
Stock."

Nasdaqg National Market symbol............. ESPD

(1) Excludes 7,500,000 shares of Class A commarkstserved for issuance upon exercise of optioastgd under our stock option plan in
connection with this offering at an exercise ppes share equal to the initial public offering pric

(2) Excludes 127,500 shares of Class A common semsérved for issuance upon exercise of warrantsxpect to grant upon completion of
this offering. These warrants will have an exergigee per share equal to the initial public offierprice.
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SUMMARY CONSOLIDATED FINANCIAL DATA

FOR THE PERIOD FROM MARCH 10, 1999
(DATE OF COMMENCEMENT OF OPERATIONS)
TO SEPTEMBER 24, 1999

STATEMENT OF OPERATIONS DATA: (1)

Total FEVENUES....cvveeeiiieiieeie e $ 24,139,469
Total eXPeNSesS.....ccocevvvviieieiiiiieeeeieeeee 30,925,117
Loss before benefit for income taxes................ ... (6,785,648)
Netl0SS .o (6,613,841)
PER SHARE DATA: (2)

Basic and diluted net loss per share............... ... $ (0.15)
Shares outstanding.........cccoovvvvvvevvevenn. L 44,000,000

SEPTEMBER 24, 1999

ACTUAL AS ADJUSTED (3)
STATEMENT OF FINANCIAL CONDITION DATA:
......... $ 200,000 $ 98,730,000
......... 10,798,264 109,328,264
......... 11,756,806 11,756,806
......... (958,542) 97,571,458

(1) Excludes a one-time, non-cash charge of apprataly $4 million that we expect to incur in theifth quarter of fiscal 1999 due to option
grants we intend to make to Cantor employees esadta at the initial public offering price.

(2) Reflects the determination of shares outstandimd loss per share data after giving effect@cctimsummation of the formation
transactions as discussed in "Relationship witht@aiThe Formation Transactions" as if those evlatstaken place at the beginning of the
period.

(3) Reflects the sale of the 6,000,000 shares a$<CA common stock offered by us hereby, at amasdypublic offering price of $18.00 per
share, after deducting the estimated offering expeand underwriting discounts and commissionshppaysy us.
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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 stocknyf of the following risks actually
occur, our business, financial condition or resafteperations could be materially adversely a#dcthe trading price of our Class A comr
stock could decline and you may lose all or pagair investment.

RISKS RELATED TO OUR BUSINESS

BECAUSE WE HAVE A LIMITED OPERATING HISTORY, YOU MA Y NOT BE ABLE TO ACCURATELY EVALUATE
eSPEED.

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 omm stock. As an early stage company, we are sugjeisks, expenses and difficulties
associated with implementing our business planatanot typically encountered by more mature carigsa In particular, our prospects are
subject to risks, expenses and uncertainties etemcby companies in the new and rapidly evolviragket for electronic commerce
products and services. These risks include owrfaibr inability to:

o0 provide services to our clients that are reliaid cost-effective;

o expand our sales structure and marketing programs

o0 increase awareness of our brand or market positpand

o respond to technological developments or sewfifaxings by competitors.

We may not be able to implement our business planessfully, or at all.

BECAUSE WE HAVE A HISTORY OF LOSSES, WE MAY INCUR L OSSES IN THE FUTURE.

Since our inception, we have incurred substantiatscto develop our technology and infrastructdeea result, from our inception through
September 24, 1999, we have sustained cumulatiMesses of $6.6 million. We expect that we wilhtiaue to incur losses and generate
negative cash flow from operations for the forebéz=future as we continue to develop our systendsiamastructure and expand our brand
recognition and client base through increased ntiagkefforts.

IF WE DO NOT EXPAND THE USE OF OUR ELECTRONIC SYSWIS, OR IF OUR AND CANTOR'S CLIENTS DO NOT UTILIZE
OUR MARKETPLACES OR SERVICES, OUR REVENUES AND PRORBILITY WILL BE ADVERSELY AFFECTED.

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 othantial institutions which will utilize our intertiee 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. None of our agreements with markeicpEants require them to use our electronic mgalleees. The success of our business
plan also depends, in part, on our ability to eirter agreements with online and traditional brakgr firms under which their retail customers
may use our electronic trading services to tradbéémmarkets and products we offer.

IF WE ARE UNABLE TO ENTER INTO MARKETING AND STRATE GIC ALLIANCES, WE MAY NOT GENERATE
INCREASED TRADING IN OUR ELECTRONIC MARKETPLACES.

We expect to enter into strategic alliances witieomarket participants, such as retail brokershamges, market makers, clearinghouses anc
technology companies, in order to increase clienéss to and use of our electronic marketplacescaliaot assure you that we will be abl
enter into these strategic alliances on termsateafavorable to us, or at all. The success ofthelstionships will depend on the amount of
increased trading in our electronic marketplacethbyclients of these strategic alliance partriehese arrangements may not generate the
expected number of new clients or increased tradihgme we are seeking.
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TO INCREASE AWARENESS OF OUR ELECTRONIC MARKETPLACE S, WE MAY NEED TO INCUR SIGNIFICANT
MARKETING EXPENSES.

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 efforill require us to incur significant expenses. ¥danot assure you that our marketing
efforts will be successful or that the allocatidriunds to these marketing efforts will be the mei§ective use of those funds.

IF WE EXPERIENCE COMPUTER SYSTEMS FAILURES OR CAPAC ITY CONSTRAINTS, OUR ABILITY TO CONDUCT OUR
OPERATIONS COULD BE HARMED.

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 replacementtis technology in a timely and cost-effectivermar, would have a material adverse effect
on our ability to conduct our operations.

We also rely and expect to rely on third partiesviarious computer and communications systems, asi¢thlephone companies, online ser
providers, data processors, clearance organizatiotisoftware and hardware vendors. Our systentlBpee of our third party providers, may
fail or operate slowly, causing one or more offihllowing:

0 unanticipated disruptions in service to our dben

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 Weel or software malfunctions or defects, compvitises, intentional acts of vandalism and
similar events. The assets acquired by us fromaamthe formation transactions have been acquixeds "as is." Although Cantor has been
using the systems and technology being transféored in its business, there can be no assuraatsubh systems and technology are
entirely free from defects. To the extent any disfece discovered, we will not have any recoursensg Cantor. Any system failure that
causes an interruption in service or decreasesetiponsiveness of our service, including failussed by client error or misuse of our
systems, could damage our reputation, businesbramdl name.

IF WE DO NOT EFFECTIVELY MANAGE OUR GROWTH, OUR EXI STING PERSONNEL AND SYSTEMS MAY BE
STRAINED AND OUR BUSINESS MAY NOT OPERATE EFFICIENT LY.

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 exparath and manage our technical workforce. We ralsgi maintain close coordination
among our technical, compliance, accounting, fieasred marketing and sales organizations. We cassofre you that we will manage our
growth effectively, and failure to do so could résm our business operating inefficiently.
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IF WE ARE UNABLE TO KEEP UP WITH RAPID TECHNOLOGICA L CHANGES, WE MAY NOT BE ABLE TO COMPETE
EFFECTIVELY.

To remain competitive, we must continue to enhamzkimprove the responsiveness, functionality, sgibdity and features of our
proprietary software, network distribution systesnsl technologies. The financial services and e-ceroenindustries 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 usefaur business;
0 enhance our existing services;

o develop new services and technologies that asldnesincreasingly sophisticated and varied neédsroexisting and prospective clients;
and

o respond to technological advances and emergahgstry standards and practices on a cost-effeatidetimely basis.

The development of proprietary electronic tradieghinology entails significant technical, finan@all business risks. Further, the adoptio
new Internet, networking or telecommunications texdbgies may require us to devote substantial ressuto modify and adapt our services.
We cannot assure you that we will successfully eam@nt new technologies or adapt our proprietafyrtelogy and transaction-processing
systems to client requirements or emerging industaipdards. We cannot assure you that we will betalrespond in a timely manner to
changing market conditions or client requirements.

IF WE WERE TO LOSE THE SERVICES OF MEMBERS OF MANEGENT AND EMPLOYEES WHO POSSESS SPECIALIZED
MARKET KNOWLEDGE AND TECHNOLOGY SKILLS, WE MAY NOTBE ABLE TO MANAGE OUR OPERATIONS EFFECTIVELY
OR DEVELOP NEW ELECTRONIC MARKETPLACES.

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. Any loss or intetimpof Mr. Lutnick's or Mr. Varacchi's
services could result in our inability to manage operations effectively and/or develop new elautranarketplaces. We have not entered
into employment agreements with and we do not Hiaeg person” life insurance policies on any of officers or other personnel. All of the
members of our senior management team are alsesfipartners or key employees of Cantor. Aswaltrébey dedicate only a portion of
their professional efforts to our business and ajp@ns. We cannot assure you that the time thes®pg devote to our business and
operations in the future will be adequate and wWeatvill not experience an adverse effect on ourajgens due to the demands placed on our
management team by their other professional oliigat We intend to strive to provide high qualignsces that will allow us to establish &
maintain long-term relationships with our clien@ur ability to do so will depend, in large partomghe individual employees who represent
us in our dealings with clients. The market forlfieal programmers, technicians and sales persopstremely competitive and has grown
more so in recent periods as electronic commersekperienced growth. We cannot assure you thatilvbe successful in our efforts to
recruit and retain the required personnel.

IF WE ARE UNABLE TO PROTECT OUR INTELLECTUAL PROPER TY RIGHTS, OUR ABILITY TO OPERATE
ELECTRONIC TRADING MARKETPLACES MAY BE MATERIALLY A DVERSELY AFFECTED.

Our business is dependent on proprietary technaoglyother intellectual property rights. We license patented technology from Cantor.
The license arrangement is exclusive, except ireteat that (1) we are unwilling to provide to Gardny requested services covered by the
patents with respect to a marketplace and Can¢gtehot to require us to do so, or we are unahbpedvide such services or (2) we do not
exercise our right of first refusal to provide tar@or electronic brokerage services with respeatrmarketplace, in which case Cantor retains
a limited right to use the patents and patent apfitins solely in connection with the operationhaft marketplace. We cannot guarantee that
the concepts which are the



subject of the patents and patent applicationsreoMey the license from Cantor are patentable airifsued patents are or will be valid and
enforceable. Where patents are granted in the WeScan give no assurance that equivalent patefiisergranted in Europe or elsewhere, as
a result of differences in local laws affectinggratbility and validity. Moreover, we cannot guaesnthat Cantor's issued patents are valid
and enforceable, or that third parties competing@nding to compete with us will not infringe aofythese patents. Despite precautions we
or Cantor has taken or may take to protect outl@ttieial property rights, it is possible that thpdrties may copy or otherwise obtain and use
our proprietary technology without authorizationislalso possible that third parties may indepetigalevelop technologies similar to ours
may be difficult for us to monitor unauthorized wuseur proprietary technology and intellectual peay rights. We cannot assure you tha
steps we have taken will prevent misappropriatibous technology or intellectual property rights.

We may have to resort to litigation to enforce imtellectual property rights, protect our traderséx; determine the validity and scope of the
proprietary rights of others, or defend ourselvesiclaims of infringement, invalidity or unenfoedslity. We may incur substantial costs i
diversion of resources as a result of litigatiorereif we win. In the event we do not win, we mayé to enter into royalty or licensing
agreements. We cannot assure you that an agregroeltt be available to us on reasonable terms,aflat

We also license software from third parties, muttvioich is integral to our systems and our busingbe licenses are terminable if we bre
our obligations under the license agreements.\fadrthese 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 "wwyeesl.com." The regulation of domain names in thigedrBtates and in foreign
countries may change and the strength of our namdd be diluted. We may not be able to prevemtitharties from acquiring domain
names that infringe or otherwise decrease the \a&loer trademarks and other proprietary rights.

One of the patents we license from Cantor and wietdtes to INTERACTIVE MATCHING SM is currently éhsubject of litigation
involving Liberty Brokerage Investment Corporatiamnd Liberty Brokerage Inc. This patent is exclulilieensed to us subject to certain
conditions. We will assume responsibility for defamg this suit on behalf of Cantor and its affiiat If we are not successful in defending
lawsuit, it could materially adversely affect ouckisive ability to use the technology covered ty patent and our ability to compete
effectively. We have also agreed to indemnify Canmtith respect to all costs arising in connectidthver relating to this lawsuit, including
any damages or judgments. We cannot assure yoarnfaif the patents owned or licensed by us willipkeld by a court as valid and/or
enforceable. See "Business--Our Intellectual Ptgpand "--Legal Proceedings."

IF WE INFRINGE ON PATENT RIGHTS OR COPYRIGHTS OF OT HERS, WE COULD BECOME INVOLVED IN COSTLY
LITIGATION.

Patents or copyrights of third parties may havargyortant bearing on our ability to offer certaifhoar products and services. We cannot
assure you that we are or will be aware of all pigter copyrights containing claims that may posiskaof infringement by our products and
services. In addition, patent applications in thetét States are generally confidential until a&epats issued. As a result, we cannot evaluate
the extent to which our products and services neagdvered or asserted to be covered by claimsic@atén pending patent applications. In
general, if one or more of our products or servigese to infringe patents held by others, we mayeogired to stop developing or marketing
the products or services, to obtain licenses t@ldgvand market the services from the holders@ptitents or to redesign the products or
services in such a way as to avoid infringing aaphtent claims, which could limit the manner inahhwve conduct our operations.

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 electrauimputer-automated futures exchange and affetysioe CANTOR EXCHANGE SM.

If the plaintiff is successful in this lawsuit, wigay be required to obtain a license to developraarket one or more of our services, to cease
developing or marketing services or to redesigisétgervices. We cannot assure you that we wouddbleeto obtain these licenses or that we
would be able to obtain them at commercially reabtarates or, if unable to obtain licenses, thatwauld be able to redesign our services to
avoid infringement. Therefore, this lawsuit couldterially adversely affect our ability to offer eleonic trading marketplaces in the future.
See "Business--Legal Proceedings."

DUE TO INTENSE COMPETITION IN OUR INDUSTRY, OUR MAR KET SHARE AND FINANCIAL PERFORMANCE COULD
SUFFER.

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 resourcesviieaso. 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 oppitigsrmore effectively;

o devote greater resources to the marketing aedo$dheir 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-Intetaigpiic.

o Technology companies and market data and infeemaendors, including Reuters Group plc, Bloomhei®. and Bridge Information
Systems, Inc.;

0 Securities or futures exchanges or similar @sjtincluding the Chicago Board of Trade, the Gludslercantile Exchange, the Chicago
Board of Options Exchange, Eurex, the New York Etexchange and the Nasdaq National Market;

o Electronic communications networks, crossingeystand 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-baissahdial services is rapidly growing, and other pamies, in addition to those named
above, have entered into or are forming joint vesdor consortia to provide services similar tsthprovided by us. Others may acquire the
capabilities necessary to compete with us throwgjuigitions.

In the event we extend the application of our INFERIVE MATCHING SM technology to conducting or féditating auctions of consumer
goods and services over the Internet, we expasirgete with both online and traditional sellershafse products and services. The market
for selling products and services over the Inteimeew, rapidly evolving and intensely competiti@irrent and new competitors can launch
new sites at a relatively low cost. We expect wi pdtentially compete with a variety of companieith respect to each product or service
offer. We may face competition fromBay, priceline.com, Amazon.com and a number ofrd#émge Internet companies that have expertis
developing online commerce and in facilitating intt traffic, including America Online, Microsoftd Yahoo!, which could choose to
compete



with us either directly or indirectly through affitions with other e-commerce companies. We caassdre you that we will be able to
compete effectively with such companies.

BECAUSE SOME OF OUR CLIENTS MAY DEVELOP ELECTRONIC TRADING NETWORKS, WE COULD COMPETE WITH
THEM IN ASPECTS OF OUR BUSINESS.

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&iSuisse First Boston, Deutsche
Bank AG, Goldman Sachs Group, Lehman Brothers, iMeynch & Co., Dresdner Kleinwort Benson, ABN-AMRand Morgan Stanley
Dean Witter, has announced its intention to develogcquire a facility for electronic trading of3J.Treasury securities, Euro-denominated
sovereign debt and other fixed income securitiesfatures-related products. All of the members oik&rTec Global LLC are currently
clients of Cantor and ours. Consortia such as BiiaeGlobal LLC may compete with us and our eledtranarketplaces in the future. We
currently compete with a similar consortium calleatoMTS in Europe. The members of EuroMTS includeleading fixed income dealers
European government securities, as well as clein@antor and ours.

IF WE EXPERIENCE LOW TRADING VOLUME IN SECURITIES A ND FINANCIAL PRODUCTS, OUR PROFITABILITY
COULD SUFFER.

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 impatoaor future operating results. This may causeifsogimt fluctuations in our profitability
when the trading volumes are low.

IF ADVERSE ECONOMIC AND POLITICAL CONDITIONS OCCURSUBSTANTIAL DECLINES IN THE U.S. AND GLOBAL
FINANCIAL SERVICES MARKETS MAY RESULT AND OUR PROHIABILITY COULD SUFFER.

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 profitabiliffhese factors include:

0 economic and political conditions in the Unitadt8s and elsewhere in the world;

o concerns over inflation and wavering institutido@nsumer confidence levels;

o the availability of cash for investment by mutfiaids and other wholesale and retail investors;
o0 rising interest rates;

o fluctuating exchange rates;

o legislative and regulatory changes; and

o0 currency values.

In the past several years, the U.S. financial markave 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.

IF OUR SYSTEMS PROVE NOT TO BE YEAR 2000 COMPLIANT, WE COULD EXPERIENCE SIGNIFICANT BUSINESS
INTERRUPTIONS.

With the Year 2000 approaching, many institutiormiad the world are reviewing and modifying thengputer 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 equngnt and systems, use only two digits to identifear 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.
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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, finahlciss, regulatory actions, reputational harm auhl liability.

In addition, we depend upon the proper functiorhthird-party computer and non-information teclogyl systems. These parties include
subcontractors, such as third-party administratond, vendors, such as software vendors and prevadéelecommunication services,
guotation equipment and other utilities. If thedhparties with which we interact have Year 2008pems that are not remedied, disruptions
may result, which could result in shutdowns by id financial loss, regulatory actions, reputatidmaim and legal liability. Disruption or
suspension of activity in the world's financial kets is also possible. In addition, uncertaintyutibe success of remediation efforts
generally may cause many market participants toaedhe level of their market activities temposadb they assess the effectiveness of these
efforts during a "phase-in" period beginning ireld®99. This in turn could result in a general odidum in trading and other market activities.
We cannot predict the impact that such reductionldbave on us. Some of our contracts with ountlieepresent that our systems will be
Year 2000 compliant. For these and other reaso@snay also be exposed to litigation with our ckess a result of Year 2000 problems. See
"Management's Discussion and Analysis of Finar€@idition and Results of Operations--Impact of Ylear 2000."

BECAUSE WE EXPECT TO CONTINUE TO EXPAND OUR OPERAIMNS OUTSIDE NORTH AMERICA, WE MAY FACE SPECIAL
ECONOMIC AND REGULATORY CHALLENGES THAT WE MAY NOTBE ABLE TO MEET.

We operate electronic marketplaces throughout Euangl Asia and we plan to further expand our ojmerathroughout these regions in the
future. There are certain risks inherent in doingibess in international markets, particularlyha tegulated 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;

o fluctuations in currency exchange rates;

o reduced protection for intellectual property tigh

0 seasonal reductions in business activity dutimgsummer months; and

o potentially adverse tax consequences.

We are required to comply with the laws and regoet 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 coudltén regulatory penalties in the applicablegdiction.

The growth of the Internet as a means of condudtitegnational business has also raised many Ilsgaés 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 célsese 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.
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IF WE ENTER NEW MARKETS, WE MAY NOT BE ABLE TO SUCC ESSFULLY ADAPT OUR TECHNOLOGY AND
MARKETING STRATEGY FOR USE IN THOSE MARKETS.

We intend to leverage our eSPEED SM system ando€amelationships to enter new markets. We caassdare you that we will be able to
successfully adapt our proprietary software, etettr distribution networks and technology for us@iher markets. Even if we do adapt our
software, networks and technology, we cannot agguureghat we will be able to attract clients andhpete successfully in any such new
markets. We cannot assure you that our marketiiogtgfor our pursuit of any of these opportunitiéh be successful. If these efforts are not
successful, we could suffer losses while developiey marketplaces or realize less than expectednegs; which in turn could result in a
decrease in the market value of our Class A comsback. Furthermore, these efforts may divert mamagge attention or inefficiently utilize
our resources. We intend to create electronic niplidees for many financial products by the end@3®, but there is no guarantee that we
will be able to do so.

IF WE ACQUIRE OTHER COMPANIES, WE MAY NOT BE ABLE T O INTEGRATE THEIR 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 atgd companies;

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

We cannot assure you that we will be able to irstgsuccessfully any operations, personnel, serdceroducts that might be acquired in
future, and our failure to do so could adversefgafour profitability and the value of our Classdmmon stock.

BECAUSE OUR BUSINESS IS SUBJECT TO EXTENSIVE GOVERNMVMENT AND OTHER REGULATION, WE MAY FACE
RESTRICTIONS WITH RESPECT TO THE WAY WE CONDUCT OUR OPERATIONS.

The Securities and Exchange Commission, Nationabgiation of Securities Dealers, Inc., CommodityuFes Trading Commission and
other agencies extensively regulate the U.S. séesirndustry. Our international operations maysbbject to similar regulations in specific
jurisdictions. We are in the process of registeong subsidiaries, other than eSpeed Markets, &sdaroke-dealers. If we are unsuccessful in
completing these registrations, we would have togeize revenues in a way other than by sharedartion revenues. This may negatively
affect our revenues. Our U.S. subsidiaries areiredgo comply strictly with the rules and regutets of these agencies. As a matter of public
policy, these regulatory bodies are responsiblsddeguarding the integrity of the securities atigeofinancial markets and protecting the
interests of investors in those markets. Most aspafoour U.S. broker-dealer subsidiaries are igayulated, including:

o the way we deal with our clients;

0 our capital requirements;

o our financial and Securities and Exchange Comarisgporting 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

12



revocation of registration as a broldgaler. Changes in laws or regulations or in gawnemtal policies could have a material adverse ttfa
the conduct of our business. These agencies haag Ipowers to investigate and enforce compliandepanish non-compliance with their
rules and regulations. We cannot assure you thanaéor our directors, officers and employees baéllable to fully comply with, and will not
be subject to, claims 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 servicdshe affected by these regulations. The impleragah of unfavorable regulations or
unfavorable interpretations of existing regulatibyscourts or regulatory bodies could require usbar significant compliance costs or ca
the development of affected markets to become iotioa.

BECAUSE WE ARE SUBJECT TO RISKS ASSOCIATED WITH NET CAPITAL REQUIREMENTS, WE MAY NOT BE ABLE TO
ENGAGE IN OPERATIONS THAT REQUIRE SIGNIFICANT CAPIT AL.

The Securities and Exchange Commission, CommodityrEs Trading Commission and various other regofaigencies have stringent rt
and regulations with respect to the maintenanapetific levels of net capital by broker-dealerst Bapital, which is assets minus liabilities,
is the net worth of a broker or dealer, less deduostfor certain types of assets. If a firm fadsaintain the required net capital, it may be
subject to suspension or revocation of registratipithe Securities and Exchange Commission or CaditipnButures Trading Commission,
and suspension or expulsion by these regulators edtimately lead to the firm's liquidation. Ifése net capital rules are changed or
expanded, or if there is an unusually large chaggénst net capital, operations that require ttengive 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 presentlee business, which could have a material adveffeet on our business.

As of September 24, 1999, if each of our regulate®l subsidiaries, eSpeed Securities, Inc. andesbpevernment Securities, Inc., had been
subject to the Uniform Net Capital Rule, the minimuet capital we would have had to maintain wowdenbeen $5,000 and $25,000,
respectively. At that time, eSpeed Securities, &amtl eSpeed Government Securities, Inc. had tetalapital of approximately $90,000, or
approximately $85,000 and $65,000, respectivelgxicess of the minimum amount that would have beguired. In addition, we may be
subject to net capital requirements in foreigngdigtions.

BECAUSE WE INTEND TO OFFER ACCESS TO SOME OF OUR RIRETPLACES TO ONLINE RETAIL BROKERS, WE ARE
SUBJECT TO RISKS RELATING TO UNCERTAINTY IN THE RBAATION OF THE INTERNET.

There are currently few laws or regulations tha&cscally regulate communications or commercetwnlnternet. However, laws and
regulations may be adopted in the future that asddissues such as user privacy, pricing, taxatidrltae characteristics and quality of
products and services. For example, the Telecontations Act sought to prohibit transmitting varidypes of information and content over
the Internet. Several telecommunications compamaes petitioned the Federal Communications Comonisi regulate Internet service
providers and online service providers in a mamsimailar to long distance telephone carriers anidhfmose access fees on those companies.
This could increase the cost of transmitting dater the Internet. Moreover, it may take years tiedgine 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.
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BECAUSE BROKERAGE SERVICES INVOLVE SUBSTANTIAL RISK S OF LIABILITY, WE MAY
BECOME SUBJECT TO RISKS OF LITIGATION.

Many aspects of our business, and the businesses dfients, involve substantial risks of liahjliDissatisfied clients frequently make cla
regarding quality of trade execution, improperlitled trades, mismanagement or even fraud agdiastgervice providers. We and our
clients may become subject to these claims asethdtrof failures or malfunctions of systems amises provided by us and may seek
recourse against us. We could incur significanalegxpenses defending claims, even those withott.md@ adverse resolution of any
lawsuits or claims against us could result in daligation to pay substantial damages.

In addition, we may also become subject to legat@edings and claims against Cantor and its aé#ias a result of the formation
transactions. Although Cantor has agreed to indignusi against claims or liabilities arising fromrassets or operations prior to the
formation transactions, we cannot assure you t@t slaims or litigation will not harm our busineS&e "Relationship with Cantor--
Assignment and Assumption Agreement."”

IF WE CANNOT DETER EMPLOYEE MISCONDUCT, WE MAY BEH ARMED.

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 employeeaniduct could occur. Misconduct by employees cadtlde hiding unauthorized or
unsuccessful activities from us. In either casis, tifpe of conduct could result in unknown and unaged risks or losses. Employee
misconduct could also involve the improper usearfficlential information, which could result in rdgtory sanctions and serious reputational
harm. It is not always possible to deter employé&eanduct, and the precautions we take to prevahtatect this activity may not be
effective in all cases.

BECAUSE OUR BUSINESS IS DEVELOPING, WE CANNOT PREDICT OUR FUTURE CAPITAL NEEDS OR OUR ABILITY TO
SECURE ADDITIONAL FINANCING.

We anticipate, based on management's experienceuaraht industry trends, that our existing castoveces, combined with the net proceeds
we will receive from this offering, will be suffient to meet our anticipated working capital andteapxpenditure requirements for at least
the next 12 months. However, we may need to raidéianal funds to:

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 olddititional financing when needed on terms thataoeptable, if at all.
RISKS RELATED TO OUR RELATIONSHIP WITH CANTOR

BECAUSE WE DEPEND ON CANTOR'S BUSINESS, EVENTS WHICH IMPACT CANTOR'S OPERATING RESULTS MAY
HAVE A MATERIAL ADVERSE EFFECT ON OUR REVENUES.

We recognized over 46% of our revenues for theogdriom March 10, 1999 to September 24, 1999 fr@ndactions in which we received
amounts based on fixed percentages of commissaids Cantor. Consequently, any reductions iratin@unt of commissions paid to
Cantor, including events which impact Cantor's bess or operating results, could have a matenadrad effect on our most significant
source of revenues.
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In addition, fees paid to us by Cantor for systemvises represented 37.7% of our revenues forehieg from March 10, 1999 to September
24, 1999. These fee revenues are remitted to asnoonthly basis.

We are a general creditor of Cantor to the extesiut there are transaction revenues and systentsdegs owing to us from Cantor. Events
which negatively impact Cantor's financial positenmd ability to remit our share of transaction rexes and system service fees could have a
material adverse effect on our revenues.

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 areasirejab our past and ongoing relationships,
including competitive business activities, potdraiequisitions 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 toainf its shares of our common stock and the éseidgzy Cantor of control over our
management and affairs. Our Joint Services Agreemi¢im Cantor provides that in some circumstancast@ can unilaterally determine the
commissions that will be charged to clients foeefing trades in marketplaces in which we collatoveth Cantor. The determination of the
nature of commissions charged to clients doesffettehe allocation of revenues that Cantor andshere with respect to those transactions.
However, in circumstances in which Cantor determiteecharge clients lower commissions, the amdattwe receive in respect of our sh

of the commissions will correspondingly be decrdagemajority of our directors and officers followg this offering also serve as directors
and/or officers of Cantor. Simultaneous servicaragSpeed director or officer and service as atir®r officer, or status as a partner, of
Cantor could create or appear to create poterti#licts of interest when such directors, officarsl/or partners are faced with decisions that
could have different implications for us and fom@a. Mr. Lutnick, our Chairman and Chief Execut®éicer, is the sole stockholder of the
managing general partner of Cantor. As a result,LMinick controls Cantor. Upon completion of thi$ering, Cantor will own all of the
outstanding shares of our Class B common stockesepting approximately 98% of the combined vofinwer of all classes of our voting
stock. Mr. Lutnick's simultaneous service as ouai@han and Chief Executive Officer and his controCantor could create or appear to
create potential conflicts of interest when Mr. gk is faced with decisions that could have d#fgrimplications for us and for Cantor. See
"Relationship with Cantor."

BECAUSE OUR JOINT SERVICES AGREEMENT WITH CANTOR A PERPETUAL TERM AND CONTAINS NON-
COMPETITION PROVISIONS AND RESTRICTIONS ON OUR ABILY TO PURSUE STRATEGIC TRANSACTIONS, THIS
AGREEMENT MAY BECOME BURDENSOME TO OUR BUSINESS.

As part of the formation transactions, Cantor wihtribute substantially all of our assets to ush@ugh Cantor has agreed, subject to certain
conditions, not to compete with us in providingodlenic brokerage services, Cantor is currentlyagiegl in financial instruments and
securities transaction execution and processingatipas and other activities which are relatecheselectronic trading services we provide.
Our Joint Services Agreement obligates us to perfiechnology support and other services for Caattapst, whether or not related to our
electronic brokerage services, sets forth the onggeevenue sharing arrangements between Cantarssadd subjects us and Cantor to non-
competition obligations. The Joint Services Agreetmecludes us from entering into lines of bussnasvhich Cantor now or in the future
may engage, or providing or assisting any thirdypiar providing voice-assisted brokerage servictsarance, settlement and fulfillment
services and related services, except under theetinmircumstances described under "Relationship @antor--Joint Services Agreement--
Non-competition Provisions." Although we believe Carttas no plans to form, acquire or commence angraiperations similar to ours, the
Joint Services Agreement permits Cantor to perfannimited circumstances, electronic brokeragerapiens. In addition, the Joint Services
Agreement imposes limitations on our ability to ue strategic alliances, joint ventures, partnpsstiusiness combinations, acquisitions and
similar transactions. Because the Joint Servicagétgent has a perpetual term, even in the evembodach by one of the parties, and does
not provide for modification under its terms, thgreement may become burdensome for us, may
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distract us from focusing on our internal operatiamay deter or discourage a takeover of our cognpad may limit our ability to expand ¢
operations. See "Relationship with Cantor."

BECAUSE AGREEMENTS BETWEEN US AND CANTOR ARE NOT BRESULT OF ARM'S-LENGTH NEGOTIATIONS, WE MAY
RECEIVE LOWER COMMISSIONS FROM, AND PAY HIGHER SERVE FEES TO, CANTOR THAN WE WOULD WITH RESPECT
TO THIRD PARTY SERVICE PROVIDERS.

In connection with the formation transactions, wedentered into Assignment and Assumption Agre¢snan Administrative Services
Agreement, a Joint Services Agreement and sevtral agreements with Cantor relating to the provisif services to each other and third
parties. These agreements are not the result ¢§-fngth negotiations because Cantor owns and csnislAs a result, the prices charge
us or by us for services provided under the agretesmaay be higher or lower than prices that maghagged by third parties and the term
these agreements may be generally less favorabie tttan those that we could have negotiated witt parties. See "Relationship with
Cantor."

BECAUSE WE DEPEND ON SERVICES AND ACCESS TO OPERATNG ASSETS PROVIDED BY THIRD PARTIES TO
CANTOR, WE MAY NOT HAVE RECOURSE AGAINST THOSE THIR D PARTIES.

Many of the assets and services provided by Camtder the terms of the Administrative Services &gnent are leased or provided to Cal
by third party vendors. As a result, in the evdra dispute between Cantor and a third party vendercould lose access to, or the right to
use, as applicable, office space, personnel, catpaervices and operating assets. In such awaseould have no recourse with respect to
the third party vendor. Our inability to use thesevices and operating assets for any reasondingwany termination of the Administrative
Services Agreement between us and Cantor or tleeagmts between Cantor and third party vendorsd cesult in serious interruptions of
our operations.

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 finarsgavices and securities-related activities. Aditaken by, and events involving, Cantor or
these related companies which are perceived nefjatly the securities markets, or the public gelhereould have a material adverse effect
on us and could affect the price of our Class A rmm stock. In addition, events which negativelyaffthe financial condition of Cantor ir
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.

IF WE BECOME SUBJECT TO LITIGATION AND OTHER LEGAL PROCEEDINGS, WE MAY BE HARMED.

From time to time, we and Cantor may become inviwnditigation and other legal proceedings relgtia claims arising from our and their
operations in the normal course of business. Castmurrently subject to a number of legal procegdithat could affect us. See "Business--
Legal Proceedings." We cannot assure you that ihregther litigation or legal proceedings will moaterially affect our ability to conduct o
business in the manner that we expect or othemdsersely affect us.

RISKS RELATED TO E-COMMERCE AND THE INTERNET

IF ELECTRONIC MARKETPLACES FOR SECURITIES AND FINAN CIAL PRODUCTS DO NOT CONTINUE TO GROW, WE
WILL NOT BE ABLE TO ACHIEVE OUR BUSINESS OBJECTIVES .

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 formathichvbuyers and sellers traded secur
in pits through verbal communication. These opergunarkets have recently begun to be supplantddnew systems which match buyers
and sellers electronically. The utilization of anireractive electronic marketplaces depends ordinéinued acceptance and utilization of
these electronic securities and commodities markééscannot assure you that the growth and acoepiafithe use of electronic markets \
continue.
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IF E-COMMERCE AND INTERNET USAGE DOES NOT CONTINUE TO GR OW, WE WILL NOT BE ABLE TO ACHIEVE OUR
BUSINESS OBJECTIVES.

As part of our business strategy, we expect toudiness with online and traditional retail broké&k&e expect to enable these firms to provide
to their clients access, where appropriate, tdrigash fixed income securities and futures and pthieolesale financial products markets
through the Internet.

Our strategic and financial objectives would beaadely impacted if Internet usage does not continuggrow. Consumer use of the Interne
a medium of commerce is a recent phenomenon asubject to a high level of uncertainty. Internedges 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;

o0 inconsistent quality of service; and

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

If Internet usage grows, the Internet infrastruetomray not be able to support the demands placéd arthe Internet's performance and
reliability may decline. Similarly, Web sites hageperienced interruptions in their service as alted outages and other delays occurring
throughout the Internet network infrastructurethiése outages or delays occur frequently, useeolfitiernet as a commercial or business
medium could grow more slowly or decline. Evemifdrnet usage continues to grow, online tradinpénwholesale securities markets, an
particular the fixed income securities and futuregkets, may not be accepted by retail customdis.could negatively affect the growth of
our business.

OUR NETWORKS AND THOSE OF OUR THIRD PARTY SERVICIRPVIDERS MAY BE VULNERABLE TO SECURITY RISKS,
WHICH COULD MAKE OUR CLIENTS HESITANT TO USE OUR EECTRONIC MARKETPLACES.

We expect the secure transmission of confidemifarimation 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 securitysneas could wrongfully use our
information or cause interruptions or malfunctiomeur operations, which could make our clientsitaes to use our electronic marketplaces.
We may be required to expend significant resoutcgsotect against the threat of security breachds alleviate problems, including
reputational harm and litigation, caused by anybhes. Although we intend to continue to impleniedtistrystandard security measures,
cannot assure you that those measures will becgrffi

RISKS RELATED TO OUR CAPITAL STRUCTURE

BECAUSE THE VOTING CONTROL OF OUR COMMON STOCK WILBE CONCENTRATED AMONG THE HOLDERS OF OUR
CLASS B COMMON STOCK, THE MARKET PRICE OF OUR CLASSCOMMON STOCK MAY BE ADVERSELY AFFECTED BY
DISPARATE VOTING RIGHTS.

Atfter this offering, Cantor will beneficially owrllaf our outstanding Class B common stock, repnéag approximately 98% of the
combined voting power of all classes of our vothgck. As long as Cantor beneficially owns a majaof the combined voting power of our
common stock, it will have the ability, without thensent of the public stockholders, to elect ithe members of our board of directors and
to control our management and affairs. In additibwjll be able to determine the outcome of mattembmitted to a vote of our stockholders
for approval and will be able to cause or preveciiange in control of our company. In certain ainstances, the Class B common stock
issued to Cantor upon consummation of the formatimsactions may be transferred without convergidblass A common stock.

The holders of our Class A common stock and ClassrBmon stock have substantially identical righissept that holders of our Class A
common stock are entitled to one vote per shardewablders of our
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Class B common stock are entitled to 10 votes Ipareson all matters to be voted on by stockholaegeneral. This differential in the voting
rights and our ability to issue additional Classdnmon stock could adversely affect the marketepricour 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 delaydejerring or preventing a change in
control of our company. In addition, our Amended &westated Certificate of Incorporation authoritesissuance of preferred stock, which
our board of directors can create and issue witpaat stockholder approval and with rights serimthose of our common stock, as well as
additional shares of our Class B common stock.Anended and Restated Certificate of Incorporatimh @ur Amended and Restated By-
Laws include provisions which restrict the abilitifour stockholders to take action by written cantsnd provide for advance notice for
stockholder proposals and director nominations s&tgrovisions may have the effect of delaying evpnting changes of control or
management of our company, even if such transactiauld have significant benefits to our stockhddés a result, these provisions could
limit the price some investors might be willinggay in the future for shares of our Class A comrsimck.

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 leavadverse effect upon holders of the Class Artmmstock if our board of directors a
in a disinterested, informed manner with respethése decisions, in good faith and in the beliaf it is acting in the best interests of our
stockholders. Delaware law generally provides ghlabard of directors owes an equal duty to allldtotdlers, regardless of class or series,
does not have separate or additional duties teregitoup of stockholders, subject to applicablesigsions set forth in a company's charter.

BECAUSE WE ARE A HOLDING COMPANY, WE WILL DEPEND ON OUR SUBSIDIARIES TO GENERATE REVENUES AND
DISTRIBUTE CASH TO US.

We are a holding company. Our sole assets arequiityeénterests in our subsidiaries. We have nepehdent means of generating revenues.
We will incur income taxes on revenues that we gaiee We intend to cause our subsidiaries to bigtei 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 surplpéat or earnings available for distribution. Wamnot assure you that our subsidiaries will
be able to provide us with the funds necessargatisfg our obligations or conduct our operationgastemplated by our business strategy.

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 publicketfor the Class A common stock and we cannatrasgou that an active trading market
will develop or be sustained. The initial publidesfng price of our Class A common stock will beatenined through negotiation between us
and the representatives of the underwriters andnoape indicative of the market price for our Gldscommon 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 imigissin general, differences between our actuarfcial and operating results and those
expected by investors and analysts, changes igstfalecommendations or projections, changesnergé valuations for Internet and e-
commerce-related companies, changes in generabegomr market conditions and broad market fluctret. As a result, our Class A
common stock may trade at prices significantly fetloe initial public offering price.

18



MANAGEMENT WILL HAVE DISCRETION OVER THE USE OF PRO CEEDS WE RECEIVE FROM THIS OFFERING AND
MAY NOT USE THE FUNDS IN A MANNER THAT YOU WOULD AP PROVE.

We intend to use the majority of the net proceedsaeeive from this offering for technological gsmdduct development and improvements
in existing and new marketplaces, hiring technolagg other personnel to develop new products, salasketing and advertising initiatives
and working capital and general corporate purpasekjding possible acquisitions. Pending applmaif these uses, we intend to use the net
proceeds to purchase short-term marketable sexurliur management will have broad discretion véfipect to the use of these funds and
the determination of the timing of expenditures. ¥danot assure you that management will use thesksfin a manner that you would
approve or that the allocations will be in the betdrests of our stockholders.

YOUR SHARE OWNERSHIP IN eSPEED WILL BE IMMEDIATELY AND SUBSTANTIALLY DILUTED.

Purchasers of our Class A common stock in thisriofffewill experience immediate and substantialtitiin in net tangible book value of
$16.05 per share, based on an assumed initialgootiéiring price of $18.00 per share.

FUTURE SALES OF OUR SHARES COULD ADVERSELY AFFECT THE MARKET PRICE OF OUR CLASS A COMMON
STOCK.

If our existing stockholders sell a large numbesladres, or if we issue a large number of sharesitofommon stock in connection with
future acquisitions or otherwise, the market pateur Class A common stock could decline signifita Moreover, the perception in the
public market that these stockholders might sedfret of Class A common stock could depress theeharice of our Class A common stock.

Although we and our directors, executive officems &dolders of common stock and securities converiitto or exercisable or exchangeable
for common stock issued prior to this offering miconnection with the consummation of the formatmamsactions have agreed pursuant to
certain "lock-up" agreements with the underwritéiet they will not offer, sell, contract to sellegge, grant any option to sell, or otherwise
dispose of, directly or indirectly, any shares offrenon stock or securities convertible into or eisatole or exchangeable for common stock,
subject to certain exceptions, for a period of d89s after the date of this prospectus withouptiar written consent of Warburg Dillon Re
LLC, these persons may be released of this obtigdty Warburg Dillon Read LLC in its sole discretim whole or in part at any time with
without notice.

We plan to register an additional 5,000,000 shaf@air Class A common stock under the Securitieswhthin 90 days after the closing of
this offering for use by us as consideration fdufa acquisitions. Upon such registration, theseeshgenerally will be freely tradable after
issuance, unless the resale thereof is contragtiestricted or unless the holders thereof areestiltp the restrictions on resale provided in
Rule 145 under the Securities Act. In any eveny,ragistered shares so issued will be subject mdractual restrictions and, thus, will not be
freely tradable during the 180-day period afterdate of this prospectus.

After this offering, we intend to initially regist€0%, or approximately 10,000,000 shares of CAasemmon stock, of the total outstanding
shares of our common stock, which are reserves$oance upon exercise of options granted undestoak option plan. If we increase our
total outstanding shares of common stock, we wdister additional shares of Class A common stodkat the stock available for issuance
under our stock option plan will be registered. ©ae register these shares, they can be sold puthiec market upon issuance, subject to
restrictions under the securities laws applicablesales by affiliates. We also plan to regidterghares of Class A common stock issuable
under our stock purchase plan. See "Shares Elifpbleuture Sale."
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FORWA-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," "Managersddiscussion and Analysis of
Financial Condition and Results of Operations" #asiness," as well as in this prospectus generdiigen 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 thisjpectus.

USE OF PROCEEDS

If we sell the Class A common stock offered byhrstigh this prospectus at a public offering priE818.00 per share, we estimate that we
will receive net proceeds (after deducting unddmgidiscounts and commissions and estimated offezkpenses) of $98,530,000
($115,360,000 if the underwriters exercise thereallotment option in full).

We intend to use the net proceeds of this offeamdpllows:

o approximately $25 million will be for investmenthardware and software for entry into new prodiggments, expansion of our current
markets and an increase in communication linksutactients;

o approximately $25 million will be for hiring oéthnology and other professionals to develop nevketsin both financial and non-
financial sectors; and

o approximately $25 million will be for marketing turrent and new institutional clients and to potergeneral awareness and acceptance of
the retail trading of fixed income securities atigden financial instruments.

We intend to use the remainder of the net proctmdsorking capital and general corporate purposesduding possible acquisitions. We do
not currently have any agreements with respechyosach acquisitions. The occurrence of unforegsents, opportunities or changed
business conditions, however, could cause us tohasproceeds of this offering in a manner othanths described in this prospectus.
Pending these uses, we intend to invest the neepds we receive in shadgrm marketable securities. We believe that thgrateeds of thi
offering and cash flows from operations will befgiént to fund our working capital needs and calpéixpenditure requirements for the
foreseeable future. We will not receive any of pneceeds from the sale of shares by the sellingkbtider of our Class A common stock.

DIVIDEND POLICY

We intend to retain our future earnings, if anyhédp finance the growth and development of ouinass. We have never paid a cash
dividend and we do not expect to pay any cash didd on our common stock in the foreseeable future.

In the event we decide to declare dividends orncourmon stock in the future, such declaration wélidnibject to the discretion of our boar¢
directors. Our board of directors may take intoomet such matters as general business conditiomginancial results, capital requirements,
contractual, legal and regulatory restrictionstom payment of dividends by us to our stockholdetsycour 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 Septembefl 299, before adjustment for this
offering, was $(958,542), or $(0.02) per share. tsdegible book value per share represents the anodtotal tangible assets less total
liabilities, divided by the number of shares of coan stock outstanding. After giving effect to ttaesof the 6,000,000 shares of Class A
common stock by eSpeed in this offering, at anrasslinitial public offering price of $18.00 per saddthe midpoint of the range set forth on
the cover page of this prospectus), our net taadibbk value at September 24, 1999 would have $8é/571,458, or $1.95 per share,
calculated as follows:

Assumed initial public offering price per share.... L $18.00
Net tangible book value per share at September 24 ;1999 $(0.02)
Increase in net tangible book value per share att ributable to

NEW INVESIOIS...ovviiiiiiiiieiiiieieeeeieeee e 1.97
As adjusted net tangible book value per share after this offering................... 1.95
Dilution per share t0 NeW INVESIOrS.....ccccccceeee e e e $16.05

Assuming the underwriters' over-allotment optioexgrcised in full, the net tangible book valu&aptember 24, 1999 would have been
$114,401,458, or $2.24 per share, the immediatease in net tangible book value of shares owneskisfing stockholders would have been
$2.26 per share, and the immediate dilution to Ipasers of shares of Class A common stock in tiéinf would have been $15.76 per
share.

The following table summarizes at September 249188er giving effect to the sale of the 6,000,80@res of Class A common stock by
eSpeed in this offering at an assumed initial publfering of $18.00 per share (the midpoint of taege set forth on the cover page of this
prospectus), and the consummation of the formatamsactions as discussed in "Relationship witht@aiThe Formation Transactions," (1)
the number and percentage of shares of common ssld by us, (2) the total cash and non-cashdenagion paid for our common stock,
and (3) the average price per share of common gtaickby our existing stockholders prior to thifeofhg and by the public stockholders in
this offering:

SHARES OF COMMON TOTAL CASH AND NON-CASH

STOCK OWNED CONSIDERATION AVERAGE
-- PRICE PER
NUMBER PERCENTAGE AMOUNT PERCENTA GE SHARE
Existing stockholders(1)..........ccccccueennn. 4 4,000,000 88% $ 5,655,299 5% $ 0.13
Public stockholders(1)..........cccceeeennnne 6,000,000 12 108,000,000 95 18.00
Total v 5 0,000,000 100%  $113,655,299 100%

The calculations in the tables set forth aboveaaeflect (1) an aggregate of 10,000,000 shar&ass A common stock reserved for
issuance under our stock option plan, includin@@,800 shares of Class A common stock subjecttiormpto be granted in connection with
this offering and

(2) 127,500 shares of Class A common stock resdnradsuance upon exercise of warrants we expegtant upon completion of this
offering. See "Management--1999 Long-Term Incenklan" and "Underwriting."

(1) Sales by the selling stockholder in this offigrivill reduce the number of shares held by exjssitockholders to 41,500,000 shares, or
approximately 83% of the total shares of commonlkstautstanding, and, together with this offering| vesult in 8,500,000 shares being held
by new investors, or 17% of the total shares of mom stock outstanding after this offering.
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CAPITALIZATION

The following table sets forth as of Septemberl®99:

0 our actual capitalization after the consummatibthe formation transactions described in "Refmhip with Cantor--The Formation
Transactions" and the conversion by the sellingldtolder of 2,500,000 shares of Class B commorkstdo an equal number of shares of

Class A common stock; and

0 our capitalization on an as adjusted basis tecethe sale of the 6,000,000 shares of Classmnoon stock offered by us hereby at an
assumed public offering price of $18.00 per sh#ter deducting the estimated offering expensestemtirwriting discounts and commissions

payable by us.

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; 50,00
shares issued or outstanding..................

Class A common stock, par value $0.01 per share;

2,500,000 shares issued and outstanding, actua
and outstanding, as adjusted..................

Class B common stock, par value $0.01 per share;

41,500,000 issued and outstanding, actual; and

outstanding, as adjusted......................
Additional paid-in capital.............cccccce.....
Accumulated defiCit........cccceeviiiieienninen.

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

Total capitalization............ccccceeuveeeennnes

AS OF SEPTEMBE R 24, 1999

................................ $ 200,000

0,000 shares authorized, no
................................ $ -
200,000,000 shares authorized,
I; and 8,500,000 shares issued
................................ 25,000 85,000
100,000,000 shares authorized,

41,500,000 shares issued and

................................ 415,000 415,000

................................ 5,215,299 103,685,299
................................ (6,613,841) (6,613,841)
................................ (958,542) 97,571,458
................................ $ (958,542) $97,571,458
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SELECTED FINANCIAL DAT

The following selected financial data for eSpeeausth be read in conjunction with "Management's Déston 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 ensleptember 24, 1999 are not necessarily indicafitke results that may be expected for the
full year ending December 31, 1999, or any otharriiperiod.

FORT HE PERIOD
FROM MARCH 10,
1999 (DATE OF
COMME NCEMENT OF
OPERA TIONS) TO
SEPTE MBER 24, 1999
STATEMENT OF OPERATIONS DATA:(1)
TOtaAl FEVENUES. oo e $ 24,139,469
Expenses:
Compensation and employee benefitS.........c..... 14,704,940
Occupancy and equipment................... 6,632,436
Professional and consulting fees 3,615,348
Communications and client NEtWOIKS...........co.. e 2,445,792
1,337,282
1,067,200
1,122,119
TOtal EXPENSES.cciiiieeieiiiiiciiiiiieeeeeeee e ————— 30,925,117
Loss before benefit for iNCOME taXesS........cceeee e (6,785,648)
Income tax benefit..........ccoceeiiins 171,807
NELIOSS.ciiiiiiiicii e $ (6,613,841)
PER SHARE DATA:(2)
Basic and diluted net loss per share............. $ (0.15)
Shares of common stock outstanding............... 44,000,000
STATEMENT OF FINANCIAL CONDITION: SEPTE MBER 24, 1999
Cash and cash eqUIVAIENES.......ccccceevvciceeces s $ 200,000
Total assets 10,798,264
Total IabilitieS. ... 11,756,806
Total sStockholder's €qUILY......ccccccevvvveee e (958,542)

(1) Excludes a one-time, non-cash charge of appratdly $4 million that we expect to incur in theifth quarter of fiscal 1999 due to option
grants we intend to make to Cantor employees esadta at the initial public offering price.

(2) Reflects the determination of shares outstandimd loss per share data upon giving effect tetmsummation of the formation
transactions as discussed in "Relationship witht@aThe Formation Transactions" as if those evlatstaken place at the beginning of the
period.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF

FINANCIAL CONDITION AND RESULTS & OPERATIONS

The following discussion contains forward-lookirtgtements that involve risks and uncertainties. &twal 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 distmrsss qualified in its entirety by, and shoulddead 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 Delamporation and, following this offering, wilperate primarily through its wholly-
owned subsidiaries, eSpeed Securities, Inc., eSpeedrnment Securities, Inc., eSpeed Markets,dnd.eSpeed Securities International
Limited. Prior to this offering, eSpeed was a wiaivned subsidiary of, and it conducted its operatias a division of, Cantor Fitzgerald
Securities, which in turn is a 99.5%-owned subsydad Cantor Fitzgerald, L.P. eSpeed commencedatiosis as a division of Cantor on
March 10, 1999, the date the first fully electrottensaction using the eSPEED SM system was exeéodsntor has been developing systems
to promote fully electronic marketplaces sinceahdy 1990's. Since January 1996, Cantor has heeelSPEED SM system internally to
conduct electronic trading.

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, netwalitribution systems, technologies and other rdlattractual rights that comprise our
eSPEED SM system. See "Relationship with Cantoe-Hé&rmation Transactions."

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

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

focus for the immediate future is to enable fullgotronic trading of additional financial produetsd to aggressively seek to migrate Cantor's
existing clients to our eSPEED SM system.

As of September 24, 1999, we had an accumulateldsebdf $6,613,841. We expect that we will corgino incur losses and generate
negative cash flow from operations for the forebéz=future as we continue to develop our systendsiamastructure and expand our brand
recognition and client base through increased ntiagkefforts. In light of the rapidly changing neduof our business and our limited
operating history, we believe that period-to-pemothparisons of our operating results will not resegily be meaningful and should not be
relied upon as an indication of future performance.

In September 1999, our board of directors changedigcal year from the last Friday of March to Betber 31.
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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

September 24, 1999.
(This accounting period was closed as of the ldghl of the month.)

PERIOD FROM
MARCH 10, 1999 (DATE OF
COMMENCEMENT OF OPERATIONS) TO
SEPTEMBER 24, 1999
Revenues:
Transaction Revenues:
Fully electronic transactionsS........ccccceeeec.. L $ 3,820,807
Voice-assisted brokerage transactions .......... .. 8,382,086
Screen assisted open outcry transactions.......... .. 2,831,704
Total transaction revenues................. e 15,034,597
System Services feeS....cccvvvvvviveviveeneees 9,104,872
Total reVENUES....ccoovviiveciiiieeee e 24,139,469
Expenses:
Compensation and employee benefits............... L 14,704,940
Occupancy and eqUIPMEeNt......ccccvveeennccces s 6,632,436
Professional and consulting fees..................~— L 3,615,348
Communications and client networks ... 2,445,792
Transaction services fees..........cccccueeeen. 1,337,282
Administrative feeS.......ccoccvvvviiiceeeee e 1,067,200
Other ..o e 1,122,119

Total eXPeNSEeS....cccovveeviiieeeeeeeee e

Loss before benefit for income taxes...............

Revenues:
Transaction Revenues:

Fully electronic transactions.................... 15.8%
Voice-assisted brokerage transactions ... . 34.7
Screen assisted open outcry transactions......... 11.8
Total transaction revenues................ e 62.3
System Services feeS....cccvvvvviivvviveeneees 37.7
Total reVENUES....ccoovviiveciiiieee e 100.0
Expenses:
Compensation and employee benefits............... 60.9
Occupancy and equipment............. 27.5
Professional and consulting fees.......... . 15.0
Communications and client networks .............. 10.1
Transaction services fees 55
Administrative fees............. 4.5
Other......coiiiiiiiiee s 4.6
Total eXPeNnSesS....ccovvvvvccvvviieees 128.1
Loss before benefit for income taxes................ L (28.1)%
REVENUES

Transaction Revenues

We operate interactive electronic marketplaceshéie entered into a Joint Services Agreement wétht@ under which we and Cantor h
agreed to collaborate to provide brokerage andeelservices to clients in multiple electronic nedskfor transactions in securities and other
financial products. In addition, we may, in ouratetion, collaborate on operating markets for niaasfcial products. Under this agreement,
we will own and operate the electronic trading syet and will be responsible for providing electcdmiokerage services, and Cantor will
provide voice-assisted brokerage services, clearand settlement services and related servicels,agicredit and risk management services,
oversight of client suitability and regulatory coiiapce, sales positioning of products and otherises customary to brokerage operations.
While we have no obligation under the Joint Servidgreement to do so, we intend to use approxim&eb million of the proceeds receiv

by us from this offering for sales, marketing adl@ertising expenses related to our existing matkegs and the development of n



marketplaces. Under this agreement, we and Caata &greed to share revenues derived from transaatifected in the marketplaces in
which we collaborate and other specified markets.

If the transactions:

o are effected in a marketplace in which we colfabowith Cantor, are fully electronic transacti@msl relate to financial products, such as
fixed income securities, futures contracts, deivestand commodities, that are not traded on thBITOGBR EXCHANGE SM, or products th
are traded on the CANTOR EXCHANGE SM, then we valteive the aggregate transaction revenues antbfgagntor service fees equal to
35% and 20% of the transaction revenues, respéctive

o are effected in a marketplace in which we colfabowith Cantor, involve voice-assisted brokersgices that Cantor provides and the
transactions relate to (1) financial products #ratnot traded on the CANTOR EXCHANGE SM, or (2 ducts that are traded on the
CANTOR EXCHANGE SM, then, in the case
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of a transaction described in (1), Cantor will igeghe aggregate transaction revenues and pay écservice fee equal to 7% of the
transaction revenues, and, in the case of a triosatescribed in (2), we will receive the aggregmansaction revenues and pay to Cantor a
service fee equal to 55% of the transaction revenue

o are effected in a marketplace in which we docoditborate with Cantor, but in which we do provaectronic brokerage services, and (1)
the transaction relates to a financial producty tive will receive the aggregate transaction reveraunel pay to Cantor a service fee equal to
20% of the transaction and data revenues paid teceived by us or (2) the transaction relatesriorafinancial product, then we will receive
all of the transaction revenues.

o are not effected through an electronic marketplaat are electronically assisted, such as sassisted open outcry transactions, then
Cantor receives the aggregate transaction reveamgepays to us a service fee equal to 2.5% ofrtimsaction revenues.

We are pursuing an aggressive strategy to convest of Cantor's financial marketplace productsuoeSPEED SM system and, with the
assistance of Cantor, to continue to create newetaand aggressively convert new clients to olfEED SM system. Other than Cantor, no
client of ours accounts for more than 10% of ocansaction revenues.

The process of converting these marketplaces ieslutbdifying existing Cantor trading systems towlfor transactions to be entered
directly from a client location, signing an agreeneith the client, installing the hardware andtaaire at the client location and establishing
communication lines between us and the client.

System Services Fees

We have agreed to provide to Cantor technology atgervices at cost, including (1) systems adrrigii®n, (2) internal network support,
support and procurement for desktops of aadr equipment, (4) operations and disaster reg@awices, (5) voice and data communicati
(6) support and development of systems for cle@amnd settlement services, (7) systems suppo@dator brokers and (8) electronic
applications systems and network support for threlated dealer businesses with respect to whictvilb@ot collaborate with Cantor. These
revenues are received from Cantor and represeft@&da3of revenues for the period from March 10, 189September 24, 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@raj-provided medical benefits for
our employees. We anticipate granting approximea28ly,000 stock options to certain employees of @eaaitan exercise price per share el
to the initial public offering price. This will re# in an estimated, one time non-cash charge pee® of approximately $4 million. We intend
to hire additional technical, sales and marketprgduct development and administrative personioehfwithin and outside Cantor in order to
expand our business. As a result, we anticipatectirapensation expense may increase significamtiybsequent 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@amor and a charge for premises costs from Cariced assets are reflected as if they v
contributed to us by Cantor in a non-cash transactffective March 10, 1999 at their then curregitiook value (cost less accumulated
depreciation) of $7,370,560. Cantor leases fromdtharties under operating lease arrangementsrcedeputer related fixed assets that we
have the right to use at rates intended to equatdocurred by Cantor. Our equipment expensesldlinerease as we continue to invest in
technology and related equipment.
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Professional and consulting fees

Professional and consulting fees consist primafilgonsultant costs paid to outside computer psifesls who perform specialized
enhancement activities for us. We currently haye@pmately 20 contracted consultants and additiontside service providers working
under short-term contracts costing approximate0$800 per month in the aggregate. The costs dégsmnal legal counsel engaged to
defend the patents used in our business amountguptoximately $344,000 for the period from Mar€h 1999 to September 24, 1999. Our
professional and consulting expenses will likelgrease over the foreseeable 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
communications costs.

Transaction services fees

Under the Joint Services Agreement, we are requar@ay to Cantor a transaction services fee of 20&6%, depending on the type of
transaction, of commissions paid by clients relatefiilly electronic transactions. As we continoesign up new clients, in conjunction with
Cantor, and the volume of business processed ifullyeslectronic brokerage channel increases, éxjgense and associated revenues will
increase. See "Relationship with Cantor--Joint BesrAgreement.”

Administrative fees

An Administrative Services Agreement with Cantos baen entered into under which Cantor has ageepbvide various administrative
services to us, including, but not limited to, ameting, tax, legal and human resources, and we agraeed to provide sales and marketing
services at cost to Cantor. We are required tolreise Cantor for its costs of providing these s@wiplus an allocation of overhead. We t
provided for the cost of such services in our firiahstatements under the terms set forth in thmifitstrative Services Agreement as if itv
effective for the period from March 10, 1999 to fepber 24, 1999. This amount averaged approxim&tEHp,000 per month for the period
from March 10, 1999 to September 24, 1999. As weaed our business, the services provided by Caamakr accordingly the expense, will
likely also increase. As circumstances warrantyilieconsider adding employees to take over theseises from Cantor. See "Relationship
with Cantor--Administrative Services Agreement."
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Other expenses

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

QUARTERLY RESULTS OF OPERATIONS

The following table sets forth, by quarter, statatraf operations data for the period from March 1999 (date of commencement of
operations) to September 24, 1999. Results of angg are not necessarily indicative of resultsafdull year.

QUARTER ENDED YEAR TO DATE
MARCH 10 TO QUARTER ENDED SEPTEMBER 24, SEPTEMBER 24,
MARCH 26, 1999 JUNE 25, 1999 1999 1999
Revenues:
Transaction Revenues:
Fully electronic transactions $ 76,621 $1,153,471  $2,590,715 $ 3,820,807
Voice-assisted brokerage transactions........... 664,597 3,900,345 3,817,144 8,382,086
Screen assisted open outcry transactions........ 379,316 1,376,962 1,075,426 2,831,704
Total transaction revenues................... 1,120,534 6,430,778 7,483,285 15,034,597
System services fees..........occevvveeeninnen, 827,716 4,138,578 4,138,578 9,104,872
Total revenuUES........ccoveevveeeeeeeeeeeen, 1,948,250 10,569,356 11,621,863 24,139,469
Expenses:
Compensation and employee benefits.............. 1,267,838 6,403,446 7,033,656 14,704,940
Occupancy and equipment............. .. 676,023 2,854,350 3,102,063 6,632,436
Professional and consulting fees.... . 185,985 1,596,097 1,833,266 3,615,348
Communications and client networks.............. 221,159 1,103,081 1,121,552 2,445,792
Transaction services fees..........ccccvvvuvnne 26,817 403,715 906,750 1,337,282
93,701 461,266 512,233 1,067,200
15,235 500,034 606,850 1,122,119
Total eXPeNSES......ccovververieeiiieeienns 2,486,758 13,321,989 15,116,370 30,925,117
Loss before benefit for income taxes.............. $(538,508)  $(2,752,633) $(3,494,507) $ (6,785,648)

As of March 26, 1999, June 25, 1999 and Septemhet @09, three, 10 and 45 of our clients, respeltjyhad fully electronic trading
capabilities through us. As of the date hereof, a0&ur clients had fully electronic capabilitiggdugh us.

LIQUIDITY AND CAPITAL RESOURCES

During the period from March 10, 1999 to SeptenthErl999, we generated cash from operations o02%64. This was attributable to
offsetting the costs of funding our net loss of6d(3,841 through amounts payable to Cantor and alscfor compensation and benefits.

Our cash flow is comprised of transaction reverar@ssystem services fees from Cantor, and chargesGantor of various fees, occupancy
costs and other expenses paid by Cantor on ouffbihacting in its capacity as a broker, Cantalt process and settle the transaction an
such, collect/pay the funds necessary to cleatréimsaction with the counterparty. In doing so, t8awill receive our commission on the
transaction, and in accordance with the Administeaervices Agreement and the Joint Services Ageae, will remit the gross amount of
the commission owed to us. Under the AdministraBeevices Agreement and the Joint Services Agretraey net receivable or payable
will be settled monthly at the discretion of thetjes.

Our ability to withdraw capital from our regulatbtbker-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 flows from operations andgteproceeds of this offering will be sufficientft;md our working capital needs and cag
expenditure requirements for the forseeable fulmréhe event we consummate any acquisitions, wemsad to incur indebtedness or raise
public or private debt or issue
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equity to help finance any such acquisitions. There assurance that any such financing will biaiobble 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, camipprograms that have time sensitive
software may recognize a date represented as @ gear 1900 rather than the year 2000. This caddlt in a system failure or
miscalculations causing disruptions in operatiomsuding, 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-dayinfation Technology department efforts, using éxgsstaff. Over 150 Information
Technology employees, including 20 systems mandgmrseSpeed and other managers from Cantor, appmnsible for addressing potential
year 2000 problems, including identification, assesnt, repair and testing of their respective appibbns and systems. Year 2000 mana
meet monthly to discuss critical paths, modify gties to adjust to unforeseen problems and retf@mymaster year 2000 project plan.

We and Cantor believe we have thoroughly testeshiiion critical systems using the testing procesland key dates that have been
established for the Wall Street testing progranmdoated by the Securities Industry Association.riaeo to ensure compliance, 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 giant systems perform as expected,;
(3) point-to-point testing to validate that cliestl have expected functionality; and

(4) industry-wide testing to show functionality Weien other participants. In addition, all applioat have participated in individual point-to-
point testing as required.

We and Cantor have completed our internal inforomatechnology and non-information technology assess and testing, and we believe
that our and Cantor's internal software and hardwgstems will function properly with respect taedain 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 datend@amntor's combined costs associated with upgtadesrdware and software, testing and
remediating our systems are approximately $9.GamillThe majority of this was incurred prior to @mammencement of operations. We
anticipate incurring an additional $150,000 to ctetgour year 2000 project activities.

Risks

Because we and Cantor are dependent, to a vertastibsdegree, upon the proper functioning of catapsystems, the failure of any
computer system to be year 2000 compliant coulerizdly adversely affect us. Failure of this kimmutd, for example, cause execution of
trades to be inefficient or even to fail, leadriodmplete or inaccurate accounting, recording ocg@ssing 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, rafiahal harm and legal liability.

MARKET RISK ISSUES
In the normal course of business, we maintain mentory of securities and, as such, we are noestibp) market risk on investments.
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BUSINESS

OVERVIEW OF OUR BUSINESS

We operate global interactive electronic marketpdadesigned to enable market participants to fimdacial instruments and other products
instantaneously, more effectively and at lower tah traditional trading methods. Our marketplaescurrently used by most of the largest
financial institutions and wholesale market papidgits to trade in a wide range of global fixed mecsecurities, futures, options and other
financial instruments. These financial instrumentdude government securities denominated in UdBacs, Euros, Yen, British Pounds
Sterling, Canadian dollars and currencies of emergiarket countries, as well as securities of dg@ncies, municipal securities, Eurobonds,
corporate bonds and other global fixed income sgesiiand U.S. Treasury futures. We operate thgektrglobal electronic marketplace for
U.S. Treasury securities and leading global eleatrmarketplaces for the other fixed income semsiand financial instruments, most of
which have been converted or are being convertedit@ SPEED SM electronic trading platform. Ourent marketplaces process financial
instrument transactions of over $150 billion pey,dz which more than $6 billion are wholly-eleatio orders not involving any person as an
intermediary. Our revenues are driven by tradirtgig and volumes in our marketplaces.

We believe we operate the only electronic markegdaised for trading in multiple securities andficial and non-financial instruments on a
global basis. We also operate a U.S. Treasurydatarchange marketplace that is known as the CANERBHANGE SM. It is the first

fully electronic futures exchange for the tradifidJoS. Treasury futures and, we expect, will saseur platform for the electronic trading of
a broad range of futures contracts globally. O fstitutions worldwide participate in our manideices, including all of the 25 largest b
trading firms in the world, as identified by Eurongy Magazine. Most of these institutions use oappetary eSPEED SM screen displays
and/or trading platforms, which allow us to deliwgiormation and execute transactions instantargaliough their computer security
barriers that permit or exclude entry into thetemmal network. We have devoted significant resesito developing client arrangements,
providing point-to-point communication links, ancating proprietary software to establish conndégtihrough these security barriers in
order to deliver data and execute transactionsedorclients on a secure basis.

Our interactive electronic marketplaces are powesedur eSPEED SM system, which employs our priviatgantaneous, electronic network
and proprietary transaction processing software.g9stem supports execution of trades internallfCptor and enables fully electronic
trading by our clients. We believe these componfmta one of the most robust trading systems inntbdd. The network is distributed and
permits market participants to view information anecute trades in a fraction of a second fromtiona around the globe. Our trades are
processed using INTERACTIVE MATCHING SM, our praogary, rules-based trading method that interagtiegkecutes the orders of
multiple market participants. INTERACTIVE MATCHINGM encourages trading by giving the successfulagiarticipant in a transaction
a time-based right of first refusal on the nexefairchase. Some of the rules employed in INTERAGETMATCHING SM provide
participants that expose their orders to the mawhtbt priority in the interactive auction proce8gcause of its unique trading rules, we
believe that INTERACTIVE MATCHING SM is attractiwe both large and small market participants andesgnts a competitive advantage
over other existing electronic trading systems.

Concurrent with this offering, Cantor is contrimgito us the proprietary software, network disttitnu systems, technologies and related
contractual rights that comprise our eSPEED SMesysiVe will work to provide multiple electronic nkats for transactions in securities,
other financial instruments and other financial and-financial products. Cantor will continue tpide telephonic access for those clients
who wish to trade via telephone. Clients dealinthw@lantor who prefer the more rapid and less cas#thod of trading via fully electronic
means will have their transactions routed throughaSPEED SM system. Cantor or other third pawiéirovide clearing and other
transaction support services in trades in whictpamticipate. Cantor currently operates the largdsilesale marketplace for U.S. Treasury
securities and leading marketplaces for many dtked income securities and financial instrume@tantor also operates other non-financial
markets, such as energy, commodities and aciceraiasions. We have converted 11 of
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the largest Cantor marketplaces, including U.Sa3uey and European government securities, to eatrehic trading platform. We intend to
convert most of Cantor's remaining marketplacesutoelectronic trading platform by the end of 20G@ntor has been a leading global
broker-dealer of fixed income securities over thetf25 years. Cantor developed the world's firstestbased brokerage market in U.S.
government securities in 1972, Today, Cantor execiut excess of $45 trillion in transaction voluamually and is a major facilitator, and,
in some cases, provider, of liquidity in numeromsuficial products through its offices in the Unif&tdites, Canada, Europe and Asia. We
believe our relationship with Cantor is a signifitaompetitive advantage. Our eSPEED SM systemigesuthe only way to electronically
access Cantor's marketplaces. Consequently, wevbdhat clients will be strongly motivated to ws® interactive electronic marketplaces.

OUR INDUSTRY

Our initial markets include global fixed income ggties, futures, options and other financial praduHowever, 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 bilkodiay in trading just among the primary dealersthrd 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 1.5ibill 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, weebelthe most successful initiatives have
been made in Europe. We believe that there isfgignt opportunity in the continued conversionlude markets to electronic networks, s
as our own.

Traditional Trading Methods for Financial Marketpga. In both the fixed income and futures markedsling practices historically have
centered on a method of trading known as open yputdrere all trading activity is focused on a cahphysical location, or pit. This method
of trading can create significant value for the keauparticipants in the pit, who often have acdedsetter and more timely market informat
than other market participants. All other markatipgants have to access the market through #misral 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 sigmint 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.
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TRADITIONAL ORDER EXECUTION

Limitation of Traditional Trading Methods. Whileattitional financial markets facilitate large volutnading, they have significant
shortcomings. Direct access is substantially lichaed, therefore, many investors may not receifiei@fit pricing. Transaction costs are high
due to the number of people involved in an opecrmguystem. Execution can be slow. Program tradingecially programs designed to
automatically and simultaneously execute multipdelés in different, but related, financial produ&difficult to implement because of the
current manual nature of these markets. Signifieapense is also incurred in processing, confirmifearing and implementing compliance
programs designed to monitor and manage the expasundividual professionals, as well as the enginterprise. Paper and telephone-based
trading produces delayed information and resultoimpliance programs that are expensive to managjean be circumvented. Therefore,
institutions bear increased risk. These factorseaeptrading by limiting volume and liquidity.

*The above graphic is for illustrative purposesyoahd is not representative of all transactions.
[GRAPHIC]

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 accamdate 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. Wevbehe trend toward electronic
trading will continue and will ultimately result Bn majority of markets worldwide becoming fully etinic.
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In addition, recently there has been considerasleudsion regarding the move toward the demutuaizaf exchanges. Exchanges have
historically been operated on a not-for-profit Isaerr the benefit of their respective members, thiglgovernance structure has limited their
ability to adopt new technologies and respond duittkmarket changes. In response to technologidaehnces in trading systems, many
exchanges are contemplating the reorganizatiohedf bwnership and management structures and akingeto form alliances with strategic
partners. These developments have created, amxkpeeted to continue to create, opportunities timtegic acquisitions and alliances.

Online Trading. Favorable investing environmentd advances in technology have led to the rapidldpugent of online and traditional ret
brokerage businesses. Technological advances haated new and inexpensive means for individuadstws to directly access markets
online and participate in the securities marketsokding to International Data Corporation, the bemof online brokerage accounts grew
from approximately 1.5 million at the end of 19@6owver 6.4 million at the end of 1998, represen$8g4.0 billion in assets and over 300,
trades per day, primarily in equity securitiesemnttional Data Corporation also estimates thag(f2, 30% of investors will trade online,
and there will be over 24 million online accoura<75% increase from 1998. Despite the growth limeraccounts and access to public
equity markets, there has been very limited acfrs®tail Internet trading in fixed income seciadt, futures, options and other wholesale
financial instruments at cost-effective pricing apdeads. We believe that the emergence of eléctnaarketplaces which promote greater
liquidity, enhanced access and more efficient pgawvill increase trading among retail investors.

OUR ELECTRONIC MARKETPLACE SOLUTION

We operate a private electronic network for whdieg§aancial markets through which we are connetbethost of the largest financial
institutions worldwide. We have installed in thdiads of our existing client base, comprising mibv@n 500 leading dealers, banks and other
financial institutions, the technology infrastruaiinecessary to provide price information and texdcution on an instantaneous basis in a
broad range of securities and financial instrumems believe our eSPEED SM system enables usrmdimte and distribute a broad mix of
products and services more quickly, cost effecyieeld seamlessly than competitors.
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eSPEED INTERACTIVE MATCHING
[GRAPHIC]
*The above graphic is for illustrative purposesyoahd is not representative of all transactions.
OUR eSPEED SM system:
o has a flexible design which allows us to quickihd easily add new financial instruments in mudtiplirrencies and trading models;

0 uses a network distribution system, which wedweliis one of the most robust systems in operadiod which enables us to provide access
to a broad mix of accurate, instantaneous marketatad fast and highly reliable trade execution;

0 is designed to minimize the need for human ingégtiaries in the trading process by providing ckemith multiple methods of accessing our
marketplaces and executing trades directly; and

o uses INTERACTIVE MATCHING SM, our proprietary,les-based trading method that interactively exechtey and sell orders from
multiple market participants.

These system features enable us to operate thénvedyrated trading network engaged in electromidihg in multiple products and
marketplaces on a global basis.

The benefits of our eSPEED SM system include tHeviing:

Instantaneous Price Dissemination and Trade Exatullur eSPEED SM system provides clients withathifity to access pricing and other
information and execute trades instantaneouslgpassed to traditional trading methods which previks timely information, and less
efficient trade execution.

Lower Transaction Costs. Our eSPEED SM systemrstiees the entire trading process by eliminating sfgnificant layers of manual
intervention which currently exist at both the fr@md of the process, including order entry, matgtind postings functions, as well as at the
middle and back-end of the process (clearancdesetnt, tracking and reporting functions), resugltin significantly lower transaction costs
for our clients.

Multiple Product Program Trading. Our eSPEED SMeysprovides our clients with the ability to exexzsbphisticated and complex
transactions and trading strategies, includingrdging of multiple products across multiple mask&multaneously.
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Greater Accuracy and Decreased Probability of Eoois Trades. Our eSPEED SM system includes veitfitanechanisms at various stages
of the execution process, which result in signifitareduced manual intervention, decreased prdibabf erroneous trades and more
accurate execution for clients.

Integrated Compliance and Credit Risk Functions. €8BPEED SM system includes a comprehensive rangentpliance and credit risk
management components which perform several drftications, including:

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

Highly Efficient Pricing on llliquid Securities. @UMMOLE 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 eSEIE SM system automates previously paper and telepbased transaction processing,
confirmation and other functions, substantially impng and reducing the cost of client back-officasd enabling straight-through
processing.

Improved Access for Online Retail Brokers. Our eEBESM system enables online and traditional rétiaikers to provide clients with real-
time access to previously unavailable wholesale&ketptaces for fixed income securities, futuresjayg and other financial instruments. We
believe that this will increase retail interesthie trading of these financial products and furé@nance the overall liquidity and efficiency of
the market.

We believe our eSPEED SM system provides us withifitant competitive advantages over existing etetc trading systems and new
entrants seeking to develop and introduce limitedteonic trading systems to the global securitied financial instruments marketplaces.
also believe that the time and expense requirel@velop and install electronic trading networkd g&rve as a significant barrier to entry to
many other potential competitors.

OUR GROWTH 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 by@ad range of financial and non-financial produactd services. Our growth strategy to
achieve this objective includes the following kégmeents:

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 strgdhsiemay impede their ability to
efficiently develop and implement electronic traglplatforms 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 séesiand financial products that are currentlgéms in today's markets worldwide. Initially,
we will focus our expansion efforts on the secesitand financial instruments traded by Cantorlih&e not yet been converted to electronic
trading. We expect to further extend our markegsato include additional
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financial and non-financial products through a eriof approaches together with Cantor or othetagic partners.

Convert Clients to Fully Electronic Trading. Curtlgnless than 4% of the trades executed in oukatptaces, representing more than $6
billion in volume, are executed on a fully electimbasis without the assistance of a broker. Wenidtto continue to convert substantially all
of Cantor's clients to a fully electronic tradingvedonment. We believe the ease of use, low prakefficient execution that our electronic
marketplaces afford will encourage clients to contleeir trading to fully electronic trading. Wevsa team of over 30 persons dedicated to
enhancing client awareness of the advantages dfetéc trading and providing client support in gerting trading activity to a fully
electronic trading format, and we intend to inceetimt number. We also expect to leverage Caritistarical client relationships in
connection with these efforts.

Leverage Existing eSPEED SM System Connectivitpeploy New Products and Services. Our eSPEED Shk&isyprovides connectivity t
and the opportunity to electronically interact wighglobal client base that includes dealers, banksfinancial institutions at hundreds of s
around the globe. As a result, a significant nundferur major clients currently have installed ttegsdware necessary to trade on a fully
electronic basis. Utilizing the existing infrasttuie and flexible architecture of this system, wik e able to install with relative ease and at
marginal incremental cost, the components thatemitible a client to electronically trade in additibtypes of securities and financial
products. We expect access to this existing glpbahte trading network to enable us to introduaé distribute a broad mix of electronic
trading products and services, more quickly, ctiscévely and seamlessly than competitors withatdess to such a network.

Creating Online Retail Broker Access to Wholesabriéts for Fixed Income Securities and Other Fir@Rroducts. We intend to create
retail marketplaces, where appropriate, to enabli@® and traditional retail brokers to provideitt@ients with real-time access to previously
unavailable wholesale marketplaces for retail trgdif fixed income securities, futures, options attter financial instruments. While retail
investors generally have been able to buy andegelty securities at the same prices and spreadbalesale market participants and
institutional investors, this has not been the egile fixed income securities, futures, options atiger financial instruments. We believe our
eSPEED SM system will expand marketplaces andtail olume and enhance execution for individushitenvestors.

Pursue Acquisitions and Strategic Alliances. Weridtto capitalize on the highly fragmented natdre financial marketplaces and the
trends toward exchange demutualization and coretwdid among regional and global market participaims 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 ses. 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 Ifléigy afforded by our corporate governance struetwill 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 broadly dispersedearships and cumbersome management structures.

Leverage Our eSPEED SM System for Use in Otherrigssito-Business and Consumer Markets. We belateour eSPEED SM system is
easily adaptable to other products. Because cfdhke of the system and its ease of adaptabiliybe&lieve our eSPEED SM system and
INTERACTIVE MATCHING SM will have applications acss a broad range of products, including Interneelanarketplaces for a wide
array of consumer goods and services, particutadge involving multiple buyers and sellers. Wewaedl positioned to leverage significant
costs and efforts which have been incurred to dgveur eSPEED SM system to quickly create eleatromarkets in a wide range of produ
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OUR TRADING SERVICES AND TECHNOLOGY PLATFORM

Electronic marketplaces are emerging as signifizgaetactive mediums for trading financial and rfovancial products. In an electronic
marketplace, substantially all of the participaatdions are facilitated through an electronic raedisuch as a private electronic network or
the Internet, which limits the need for actual féocdace or voice-to-voice participant interaction.

In our electronic marketplaces, participants malyegielectronically execute trades themselves lbboakers/terminal operators who input
trade orders for them. In a fully electronic tradk stages of the trade occur electronically. phgicipant inputs its order instructions directly
into our electronic trading system, using a keytpan application programming interface or othdtvaare. The system provides to the
participant, normally within 300 milliseconds, am-screen confirmation that the participant's ottes been accepted. Once a trade is
executed, the participant receives an on-screele tanfirmation. Simultaneously, an electronic gomdition is sent to the participant's back
office system enabling straight-through proces&imghe participant. A broker/terminal operatoristesl trade is executed in substantially the
same manner as an electronic trade, except thieiparit telephones a broker/terminal operator wipnis the participant's order into our
electronic marketplace system.

Over time, we expect electronically brokered trgdim be the predominant trading method in our ntpiees. However, through our
affiliation with Cantor, we intend to maintain bexkterminal operator trading capabilities. Unlikesttraditional exchanges which have
created side-by-side markets for voice and elemraccess and, as a result, have created sepaateqf liquidity, our markets operate
seamlessly. Fully electronic and broker/terminarapor orders are transacted within our eSPEED &#m, resulting in one pool of
liquidity. Retail investors will participate in oanline marketplaces for financial products throtigir online or traditional retail broker.
Retail investors will follow their retail brokerstder entry procedures. Once a retail broker con#iits client's account status, suitability and
creditworthiness, our systems will route the ontinéer to our appropriate electronic marketplace.Will receive transactional fees from
retail brokers for enabling their retail clientsttade online in our marketplaces.

Our electronic marketplaces operate on a provdmtdogy platform that emphasizes scalability, permfance and reliability. Our technology
platform consists of:

0 a proprietary, internally developed network dligttion system,

o0 transaction processing software which includpeogrietary order matching engine, a credit ankl management system, security pricing
engines and associated middle and back office tpesasystems; and

o client interfaces.

Together, these components enable banks, brokésrgdeand other participants in our marketplacesogieffectively trade financial produc
on an instantaneous basis.

Network Distribution System. Our eSPEED SM systemt&ins a proprietary, sophisticated, hub and spladieal network. This network us:
Cisco Systems network architecture and has pofrisesence in the major financial hubs of the wandluding New York, London, Tokyo,
Frankfurt, Paris, Milan, Chicago, Los Angeles, Tamand Johannesburg. It is comprised of over B0rbiles of cable and over 800 network
routers and uses 200 high capacity super servhisifiternally designed distribution network praesdconnections with over 500 financial
institutions, including most of the largest finaaldnstitutions in the world. The redundant struetaf the system provides backup and re-
routing of data transmission if one spoke of a fails. This backup is critical to maintaining odieats' real-time connections to us. We
believe it is one of the largest and most robugtractive network distribution systems currenthoperation.

Our distribution system accepts orders and postimgjantaneously and distributes responses, génaréd00 milliseconds. The network can
transport 150 million bits of information per sedaround the world and is currently running at agpnately 12% of capacity. In addition to
our own network system, we also distribute encryptata and receive trading information from cliamgsng the services of multiple, major
Internet service providers throughout the worlde3é connections enable us to offer Internet-baseihg to our global clients.
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Transaction Processing Software. Our software egidins have been developed internally and arealdntour eSPEED SM system. Our
order matching trading engines operate in realstiiaclitating efficient interaction between buyensd sellers. Our credit and risk
management systems monitor and regulate thesesagdrsellers, limiting market and credit risk. @ticing engines provide prices for
illiquid financial products through multiple tradesother related financial instruments. Thesedtmétical applications work together
seamlessly and are supported by middle and baaeafbftware that verifies, confirms, reports, efitracks and, if applicable, clears each
trade.

o Trading Engines. Our trading engines use INTERAMETMATCHING SM, our proprietary rulebased method, to process in excess ol
transactions per second per product. These engieesdeveloped to support trading of homogeneocodyats, which are products with the
same underlying characteristics, such as governbmrdts and futures contracts, and heterogeneodsigisy which are products which may
be similar, but which have some aspects that difféate them from other products in the same ctasd) as municipal bonds, corporate
bonds and Eurobonds. These trading engines amgnéeiio be modular and flexible to allow modificatin order to apply them to other
markets. In Europe, for example, we have addedrgoaent that allows us to process the trading bf shemultiple currencies. Our trading
engines have embedded security features and ad atelsaging layer to provide security from unauteoruse. In addition, we use
encryption to protect our clients that trade over internet. When used together, our trading esgiae trade a wide range of homogeneous
and heterogeneous products and can handle trasgingan size from $1,000 to billions of dollars.

We believe our systems provide incentives for ¢ti¢a actively participate in our marketplaces. &ample, INTERACTIVE MATCHING
SM provides incentives to participate in our mapkates by encouraging participants to expose trders to the market by providing them
priority in the interactive marketplace. In starttlauctions, the incentive is for participants tatwatil the last moment to make a bid or of
Our priority rules encourage trading activity byigg the last successful active participant a tlmased right of first refusal on the next
sale/purchase. In addition, in many markets we Iséruetured our pricing policy to provide that ety that provides market liquidity by
inputting a price to buy or sell pays less comnoisgor no commission) than the participant thas act that price. With our pricing policies
and proprietary priority rules, our system is dasigjto increase activity and to draw participants the market. This proprietary rules-based
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 operaf our real-time, electronic
marketplaces. Our proprietary credit and risk managnt systems perform a variety of functions: i&ytcontinuously 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 amti éireits. These systems can also be n
available to our global clients to enable them tmitor the position of their traders and their atwho participate in our marketplaces. Tl
systems store client data relevant to credit asidmanagement, such as financial statements, ctecliiments, contacts and internal analyses.
These systems also enable our clients to makelectrenic marketplaces available to their clientdlezmaintaining control of their trading
activity and risk.

o Pricing Engines. We have internally developedimlner of sophisticated, analytical software tobkt 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 andefloee create and enhance a marketplace for finhpodducts that have limited liquidity.
MOLE currently uses data from existing cash andrizg markets to calculate pricing for transactiwhsre no market prices currently exist.

o Middle and Back Office Applications. Our middledaback office applications support clearancelesatint, tracking and reporting of trac
and provide links to outside entities such as the
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Government Securities Clearance Corporation, NatiSecurities Clearance Corporation, Depositorysf@ompany, SWIFT, Euroclear,
New York Clearing Corp. and most other global dlegorganizations. In the financial markets, cleasmand settlement is the proces:
which a security and cash payment are exchangethartdade is completed. In some markets, the aadlsecurity are both passed to a
clearing organization for settlement. In other s@ations, both parties send either cash or a $gt¢arCantor and Cantor settles the trade and
sends each party the cash or security due. Ourthep@nd accounting systems are designed to etisatrall charges and commissions for a
trade are tracked and recorded. Our accountingmgstre designed to ensure that books and recarétgpat in accordance with regulatory
guidelines and accounting standards.

Client Interfaces. Our systems can be accessedrbglients in four ways:
0 using our eSPEED SM proprietary software;

0 using our application programming interface titevtheir own software linking their networks araftevare applications directly to our
systems;

o through our proprietary, real-time private disttion system and the Internet, both for wholeshémnts and for retail clients who participate
in our marketplaces through online and traditiowe#il brokers; and

o through software developed in alliances withd¥party vendors such as QV Trading and SunGard/ABE application programming
interface enables clients to conduct computer prgating, program trading and straight-througkcpssing.
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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 electr@md non-electronic trading volume of these finanmiaducts in all markets (including our
marketplaces). References to "N/A" indicate thathaee been unable to determine the market size fetiable, independent third party
sources.

AVERA GE DAILY
TRADI NG VOLUME
(ELEC TRONIC AND
WHOLESALE MARKET NON-E LECTRONIC)
FINANCIAL 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.
French, German and Italian $ 50.0 Debt obligations issued by the French, German
Government Bonds and Italian governments.
United Kingdom and other European N/A Debt obligations issued by the United Kingdom
Government Bonds and other European governments.
Eurobonds N/A Securities syndicated and sold interna tionally
that 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 $ 16.8 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(1) Instruments that call for the delivery of
interest-bearing securities or interes t rate
products or their cash equivalent at a specific
delivery (or maturity) date for an agr eed upon
price (the future price) to be paid at contract
maturity. Interest rate futures exist fora
number of financial instruments, inclu ding
government securities and Eurodollar d eposits.

(1) Number of contracts in millions.
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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 electronic and non-electrémnaiding volume of these financial
products in all markets. References to "N/A" intlicthat we have been unable to determine the msidefrom reliable, independent third
party sources.

AVERAGE DAILY

TRADING VOLUME

(ELECTRONIC AND
WHOLESALE MARKET NON-ELECTRONIC)

FINANCIAL PRODUCTS  (IN BILLIONS) DESCRIPTION
Mortgage Backed $ 73.7 Securit ies that represent either an ownership claim in a p ool of
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 ties
under w hich each agrees to make periodic payments to each other
for an agreed upon time based on a notional amount of prin cipal.
Oil, Natural Gas, N/A  Transac tions involving the delivery or price of oil, natur al
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.

AVERAGE DAILY
TRADING VOLUME
(ELECTRONIC AND
NON-ELECTRONIC)
(IN MILLIONS OF

FUTURES CONTRACTS) DESCRIPTION

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

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

Futures specifi c delivery (or maturity) date for an agreed upon pr ice

(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 d
asset o r its cash equivalent at a specific delivery (or
maturit y) date for an agreed upon price (the future price) to be
paid at contract maturity. Energy futures exist for a numb er of
energy- related assets, including gasoline and crude oil.

Metal Futures 65,000 Instrum ents that call for the delivery of a metal or its ¢ ash
equival ent at a specific delivery (or maturity) date for a n
agreed upon price (the future price) to be paid at contrac t
maturit y. Metal futures exist for a number of metals, incl uding
gold, s ilver and copper.
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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.

AVERAGE DAILY
TRADING VOLUME
(ELECTRONIC AND
NON-ELECTRONIC)
(IN MILLIONS OF

OPTIONS AND OPTIONS ON FUTURES  CONTRACTS) 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 320,000 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 SO
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.
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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 Sdname recognition through a
sales, advertising and marketing campaign. We expeuarket to retail clients through a varietycaimpaigns, including co-marketing
campaigns with our online and traditional retadhers. We intend to design our sales, marketingaaivetrtising campaigns to promote brand
awareness and educate the marketplace regardimgtine of our electronic marketplaces, productssemvices and the advantages
associated with the automation of trading actigit®uch as enhanced instantaneous information fiaeg transparency and more direct and
cost-effective market access, tight spreads andriteneous 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 SM system, we expect to enable retail bagieefirms to expand their businesses by providiegtwith the ability to offer their
individual clients the option of trading bonds dotlres electronically in the same way they tragiaity securities and we expect to include
other marketplaces previously unavailable to rétaiéstors, or not available to them at reasongipteads or commissions. We intend to
provide to wholesale and retail investors and tot@aaccess to our electronic marketplaces andebagje-related services supported by our
eSPEED SM system. We expect that a significanigrodf our clients who use brokers will migratefidy electronic access over the comi
years. We also intend to provide to third partied 8o Cantor the infrastructure, including systedministration, internal network support
operations and disaster recovery services, thattisal to providing fully electronic marketplacés trading in a wide range of financial
products. Other than Cantor, no client of ours aot®for more than 10% of our revenues.

STRATEGIC ALLIANCES

In 1997, Cantor entered into an agreement witiNti& York Cotton Exchange, which, upon merging witd Coffee, Sugar & Cocoa
Exchange, became known as the New York Board ald.r&he agreement sets forth the terms and condifiarsuant to which Cantor
operates an electronic marketplace, called the CAR'EXCHANGE SM, for futures contracts cleared by ander the regulatory
supervision of the New York Board of Trade. Carftas assigned to us all of its rights and obligationder its agreement with a subsidiar
the New York Board of Trade to jointly operate ANTOR EXCHANGE SM. Under the agreement, the NewkYBoard of Trade, throuc
its subsidiaries, provides clearing and regulasanyices and we provide electronic execution atedae services for the CANTOR
EXCHANGE SM.

Pursuant to the agreement, neither we nor ouiaé# shall during the term of the agreement eistabi the United States an electronic
market for trading futures contracts or optiondutnres contracts on cotton, cheese, coffee, segaga, milk or frozen orange juice. We
have agreed that within

the United States we shall exclusively operatalferCANTOR EXCHANGE SM markets for U.S. Treasuryufes and other products so
designated by the CANTOR EXCHANGE SM. We and ofitiafes may establish any electronic market tsdbtated physically outside the
United States for such products if the New York Bloaf Trade is not capable of providing regulatonclearing services with respect to such
products.

SOFTWARE DEVELOPMENT

We devote substantial efforts to the developmedtiamprovement of our electronic marketplaces. Wikwark 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 fquenged approach to our research and developmfentsef(1) internal development; (2) strategic paring; (3,
acquisitions; and (4) licensing. We have approxétyat 50 persons involved in our internal softwaegelopment efforts. Our technology
team'’s objective will be to develop new productd services that employ proven technology designgudvide superior electronic trade
execution and marketplace services to our cliaieswill also focus our efforts on enhancing our Véék and Internet screen interface to
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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 ©oimj to develop new marketplaces
and products using our internally developed appbtoasoftware having open architecture and stareldndaddition, we have forged strategic
alliances with organizations such as Sungard/ASLC@Ww Trading through which we will work to develspphisticated, front-end trading
applications and products. We expect to licensdymts from and to companies when it is cost effeabir profitable to do so.

COMPETITION

The development and operation of electronic tradiagketplaces in securities and other financiakimsents 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 eSPE#Bystem currently competes, and we expect ibtopete, directly and indirectly, with:

o traditional trading methods, including manual iseji order input by registered brokers in respdngelephone originated requests and
execution of trades in open outcry trading pitemohange floors, such as the Chicago Board of TthéeChicago Mercantile Exchange and
other exchanges and over-the-counter markets;

o products developed and used by exchanges amtti@aervices firms, such as Liberty Brokerageebtment Corporation and Garban-
Intercapital plc, seeking to act as market interiageks;

0 automated trade execution services developebiftygarty vendors for commercialization in a widage of financial products markets;

o the products and services of market data, infiamand communication vendors, such as Reuteraf3ote, Bloomberg L.P. and Bridge
Information Systems Inc., that have created elaametworks which link them to most major finanérestitutions and that have attemptec
some cases, to expand their networks to includingaplatforms;

o consortia comprised of leading financial instdos and service providers, such as BrokerTec Gldb@, which has announced its intent
to explore the development of electronic tradingwoeks, and EuroMTS; and

o0 in the event we extend the application of our BRACTIVE MATCHING SM technology to conducting ordiéitating real-time markets in
commodity-type consumer goods and services ovelinteenet, both online and traditional sellerstafde products and services.

The electronic trading services we provide our whale clients enable them to expand the rangenatee they provide to their ultimate
clients, which are also potential participantsim electronic marketplaces. We intend to structunerelationships 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, prcel ability to provide access to liquidity
to market participants.

OUR INTELLECTUAL PROPERTY

We have adopted a comprehensive intellectual ptppeotection program to protect our proprietarmghteology. 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.
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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 béefd 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 ig 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 i thnited States and elsewhere are subject to ex¢eregulation. As a service provider to
securities industry and financial markets, and eegéstered broker-dealer, our business activii#sithin the scope of these regulations.

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 withqating the interests of investors participatingnase markets. In the United States, the
Securities and Exchange Commission is the fedgexi@y responsible for the administration of theefatisecurities laws. Our regulated U. S.
subsidiaries, eSpeed Securities, Inc. and eSpeedr@oent Securities, Inc., are registered withSkeurities and Exchange Commission as,
respectively, a brokedealer and a government securities broker. Thewlacemembers of the National Association of S¢iesrDealers, Inc

a self regulatory body to which most broker-dealeriong. Certain self-regulatory organizations hsas the National Association of
Securities Dealers, Inc., adopt rules and examiokdp-dealers and require strict compliance witkirthules and regulations. The Securities
and Exchange Commission and self-regulatory orgadioiz rules cover many aspects of a broker-dedlesmess, including capital structure
and withdrawals, sales methods, trade practicesgrmker-dealers, use and safekeeping of custerfugtis and securities, record-keeping,
the financing of clients' purchases, broker-deafet employee registration and the conduct of direcbfficers and employees. In connection
with a violation of these rules, the SEC, gelfulatory organizations and state securities casioms may conduct administrative proceed
which can result in censure, fine, the issuanaseate-and- desist orders or the suspension orsgapulf a broker-dealer, its officers or
employees.

Effect of Net Capital Requirements. As a registdraaker-dealer and member of the National Assamiatif Securities Dealers, Inc., we are
subject to the Uniform Net Capital Rule under thxeliange Act. The Uniform Net Capital Rule specifies minimum level of net capital a
broker-dealer must maintain and also requiresahkgast a minimum part of its assets be keptlatively liquid form. Government securities
brokers must comply with similar net capital requoients established in rules promulgated by the Tr&asury Department. As of September
24,1999, if each of our regulated U.S. subsidiadSpeed Securities, Inc. and eSpeed Governmeutitgss, Inc., had been subject to the
Uniform Net Capital Rule, the minimum net capitaduired of each would have been $5,000 and $25r88pectively. As of that date, each
of our U.S. subsidiaries had total net capitalggdraximately $90,000, or $85,000 and $65,000, retsy, in excess of the minimum amo
that would have been required as of that date.

The Securities and Exchange Commission and thehatAssociation of Securities Dealers, Inc. impases that require notification when
net capital falls below certain predefined criteditate the ratio of debt to equity in the redorg capital composition of a broker-dealer and
constrain the ability of a broker-dealer to exp#aadbusiness under certain circumstances. Additipre Uniform Net Capital Rule and the
National Association of Securities Dealers, Indesuimpose certain requirements that may havefthetef prohibiting a brokedealer from
distributing or withdrawing capital and requiringqr notice to the Securities and Exchange Comimisand the National Association of
Securities Dealers, Inc. for certain withdrawalsapital. Because our principal asset will be tva@rship of stock in our broker-dealer
subsidiaries, these rules governing net capitalrastlictions on withdrawals of funds could opetatprevent us from meeting our financial
obligations on a timely basis.

Application of Exchange Act to Internet BusineskeTSecurities Exchange Act of 1934 governs, amdimgr ¢hings, the operation of the
financial products markets and broker-dealers. Wdreatted, the Securities Exchange Act of 1934 diccantemplate the conduct of a
securities business throughout the
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Internet. Although the Securities and Exchange Cision, in releases and no-actions letters, hagged guidance on various issues related
to the conduct of a securities business throughnteenet, the application of the laws to the cartdf a securities business through the
Internet continues to evolve. Uncertainty regardimese issues may adversely affect the viability profitability of our business.

Financial Futures and Options. Financial futures @ptions in financial futures are subject to ragjoh by the Commodity Futures Trading
Commission under the Commodity Exchange Act, aruth&mges that provide facilities for the tradinghafse products are also subject to
Commodity Futures Trading Commission regulationafservice provider to the CANTOR EXCHANGE SM, &ufies exchange that is a
designated contract market under the Commodity &mxga Act, we could be adversely affected by chaimgksvs or regulations governing
the products or clients of the CANTOR EXCHANGE SM.

Exchange Regulation. Securities exchanges mustezgiith the Securities and Exchange Commissiancamply with various requiremer
of the Securities Exchange Act of 1934. EffectiyeriA1999, new rules expanded the scope of exchesgdation to include many brokerage
matching and execution systems, such as the matslstems which we support. The new rules imposewsirequirements relating to fair
access, capacity, security, rectekping and reporting. Our subsidiaries expecbtofy with these requirements. Although we do nqies!
the compliance costs to be significant, our subsiels could encounter unforseen expenses assouidtedperation of these rules.

Regulation of the Non-U.S. Securities Industried mnvestment Service Providers.

The securities industry and financial markets mBuropean Union and elsewhere are subject to sxteregulation. As the owner and
operator of electronic marketplaces for the seilegrindustry and financial markets, our busineswities 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 agenicie@ach member state. European U
measures provide for the mutual recognition of l&iguy agencies and of prudential supervision mgkiassible the grant of a single
authorization for the provider of investment seegievhich, broadly, is valid throughout the EuropEaion. As an investment service
provider in the United Kingdom, our principal regtdr would be the Securities and Futures Authoflibe conduct of an investment business
is also regulated by agencies in each of the ottemnber states in which we may provide investmenices. The provision of investment
services is also regulated by other agencies iergtiisdictions in which we operate such as theufiges and Futures Commission in Hong
Kong and the local government agency delegatetidyapanese Financial Supervisory Agency in Japan.

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 piititecting the interests of investors participgiimthose markets. We are seeking
authorization from the Securities and Futures Arith®o provide investment services in the Uniteisi¢gddom and we intend to exercise our
rights under the European Union Investment Seniissctive to provide such investment services digieout the European Union. Similar
authorization applications will be made in othaigdictions such as Hong Kong and Japan where autttorization is necessary to operatt
electronic marketplace.

The Securities and Futures Authority and other legguty agencies in the European Union may conddicti@istrative proceedings which can
result in censure, fine, the prevention of actigtor the suspension or expulsion of an investsemwices provider. The applicable investment
service regulations cover minimum financial reseumquirements and conduct of business rules ffaugthorized investment businesses.

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

Changes in Existing Laws and Rules. Additionald&gion or regulation, changes in existing laws ands or changes in the interpretation or
enforcement of existing laws and rules, eithehmWnited States or elsewhere, may directly affectmode of operation and our profitabili
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LEGAL PROCEEDINGS

On May 5, 1999, Cantor Fitzgerald, L.P. and TherBad Trade of the City of Chicago, The New York tdantile Exchange and The
Chicago Mercantile Exchange were sued by Electroraciing Systems Corporation in the United Statis$riot Court for the Northern

District of Texas (Dallas Division) for alleged riffgement of Wagner United States patent 4,903,260tltled "Automated Futures Trade
Exchange." The patent relates to a system and mhédinamplementing an electronic, computer-autorddtgures 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 SM, which Cantor is contributitgus in connection with this
offering. If the plaintiff is successful in the lawit, we may be required to obtain a license tattgvand market one or more of our services,
to cease developing or marketing services or tegigth these services. We cannot assure you thatowiel be able to obtain these licenses or
that we would be able to obtain them at commescraasonable rates or, if unable to obtain licentbed we would be able to redesign our
services to avoid infringement.

On June 21, 1999, Cantor and its affiliate CFPHCLbrought suit against Liberty Brokerage Investh@@orporation and Liberty Brokerage
Inc. in the United States District Court for thesict of Delaware for infringement of the Fraseak U.S. patent 5,905,974, entitled
"Automated Auction Protocol Processor." Cantorgdlein the complaint that Liberty was infringinget®®74 patent by making, using, selling
and/or offering for sale systems and methods timtoely or use the inventions claimed in the '974matOn August 10, 1999, Cantor and
CFPH, L.L.C. voluntarily dismissed the suit withqurejudice. Subsequently, on August 10, 1999, ltybiled an action for declaratory
judgment in the United States District Court fog District of Delaware against Cantor and two sfaffiliates, Cantor Fitzgerald Securit
and CFPH, LLC, claiming that the '974 patent wasilial, unenforceable and not infringed by Libe®n October 12, 1999, Cantor, Cantor
Fitzgerald Securities and CFPH, LLC moved (1) smiss all claims against Cantor Fitzgerald Se@agitor failure to state a claim upon
which relief can be granted and (2) to dismissattéon as against Cantor, Cantor Fitzgerald Seesritnd CFPH, LLC for lack of an actual
case or controversy within the meaning of 28 U.S€xtion 2201. In the event the court denies Cantootion to dismiss the action, we
cannot assure you that we or Cantor will proseth#e974 patent against Liberty, that the '974gatéll be found to be valid and/or
enforceable or that Liberty will be found to hanéinged the '974 patent. We have assumed resplitysibr defending this suit on behalf of
Cantor and its affiliates and the risk of loss assed with it.

In February 1998, Market Data Corporation contrdetéh Chicago Board Brokerage (a company contdatig the Chicago Board of Trade
and Prebon Yamane) to provide the technology faglactronic trading system to compete with Cantdriged States Treasury brokerage
business. Market Data Corporation is controlledrlsyCantor and Rodney Fisher, her nephew-in-lais.Cantor, a company under the
control of Iris Cantor referred to herein as CHid&odney Fisher are limited partners of Cantardeitald, L.P.

In April 1998, Cantor Fitzgerald, L.P. filed a colaint in the Delaware Court of Chancery againstiké¢abData Corporation, Iris Cantor, CFl,
Rodney Fisher and Chicago Board Brokerage seekingjanction and other remedies. The complaintg@tethat Iris Cantor, CFl and
Rodney Fisher violated certain duties, includirtdyiiary duties under Cantor's partnership agreech@nto their competition with Cantor
Fitzgerald, L.P. with respect to the electroniding system mentioned above. The complaint furéileges that Market Data Corporation and
Chicago Board Brokerage tortiously interfered withntor's partnership agreement and aided and dbsageCantor’'s, CFl's and Rodney
Fisher's breaches of fiduciary duty. Iris Cantdf] @xd Rodney Fisher counterclaimed seeking, anatimgy things, (1) to reform agreements
they have with Cantor Fitzgerald, L.P. and (2) el@®tion that Cantor Fitzgerald, L.P. breachedmi@ied covenant of good faith and fair
dealing. Cantor has agreed to indemnify us forlehylities that we incur with respect to any cuntrer future litigation involving (1) Market
Data Corporation, (2) Iris Cantor, (3) CFl or (4dvey Fisher.

On July 12, 1998, the Court of Chancery held CaRitagerald, L.P. was likely to succeed on the teenf its claims that Iris Cantor, CFl and
Rodney Fisher had breached their partnership diigmto Cantor but had not shown that the defetslannduct was likely to cause
imminent irreparable harm
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between the date of the opinion and a final heafiing Court of Chancery, therefore, denied CanitzgErald, L.P.'s request for preliminary
injunctive relief and scheduled a final trial. CamnfEitzgerald, L.P. settled its dispute with Chic&pard Brokerage in April 1999 and Chic:
Board Brokerage subsequently announced it was g its operations. The remaining parties havepleted the final trial and the Court
of Chancery's decision is expected following paoist-bral arguments scheduled for December 7, 19889 believe Market Data Corporation's
technology for electronic trading systems will Besabstantial assistance to competitors in the edale market if provided to them.

Two related actions are pending in New York. Iraaecpending in the Supreme Court of New York, NeskYCounty, plaintiff Cantor
Fitzgerald, L.P. alleges, among other things, def¢ndants Market Data Corporation, CFl, Iris Caatal Rodney Fisher misused
confidential information of Cantor Fitzgerald, LiR.connection with the above mentioned provisibtechnology to Chicago Board
Brokerage. In a case pending in the United Statssi& Court for the Southern District of New YQi&FI and Iris Cantor allege, among ol
things, that certain senior officers of Cantor §érald, L.P., breached fiduciary duties they owe@Fl. The allegations in this lawsuit relate
to several of the same events underlying the qoordeedings in Delaware. Neither of these two chaseen pursued during the pendency
of the court proceedings in Delaware.

In addition to the allegations set forth in the gieg lawsuits, Cantor has received correspondemnce the attorneys representing Iris Cantor,
CFI, Market Data Corporation and Rodney Fishehaproceedings in Delaware, expressing a purpedadern that Cantor and/or certain of
its partners may be in breach of Cantor's partfgegreement (including, among other things, thengaship agreement's provisions relating
to competition with the partnership) and the gelnesstnership agreement of Cantor Fitzgerald S&esrwith respect to our initial public
offering. Generally, these attorneys have alletped various purported conflicts of interest wiligbarising from the fact that certain of our
directors and officers will simultaneously hold fiimsmis with Cantor Fitzgerald, L.P. Moreover, theg®rneys have asserted that our business
plan may not be consistent with certain purportglts of Market Data Corporation (including purmattintellectual property rights) and otl
parties and they have requested more informatigarding our initial public offering.

Although we do not expect to incur any losses watpect to the pending lawsuits or supplementagations surrounding Cantor's
partnership agreement, Cantor has agreed to indemivith respect to any liabilities we incur aseault of such lawsuits or allegations.

Cantor and Reuters are parties to a confidentigdration under the auspices of the American Adbitm Association in New York, New

York, which began in June of 1995 with respect mauary 1993 agreement among Reuters, Cantor arkelMData Corporation. Cantor has
agreed to indemnify us against all claims assdyyeBeuters or Market Data Corporation relatingie agreement or arising out of the
arbitration.

The agreement, among other things, involved delitagrCantor of certain brokerage data relatingdo-t/nited States government bond and
U.S. municipal bond brokerage transactions fordmaittal over Reuters' network. The agreement atsetnplated the joint development by
Cantor and Reuters of an electronic trading systeroertain transactions in non-United States gowemnt bonds. Cantor and Reuters did not
develop this electronic trading system. In thetaatibn, Reuters alleges that Cantor materialhabhed the agreement primarily by failing to
provide non-screen, voice brokerage data concemangUnited States government bonds and U.S. munibipadls that Reuters contends
subject to the agreement. Cantor has denied Realiegation that there has been any breach orrrableeach of this agreement and has
asserted a breach of contract claim and variower aunterclaims against Reuters, including cldon®&Rkeuters' failure since February 1997
to pay any of the money due Cantor for data urfusragreement.

Reuters has recently asserted that, in the evpraviails in the arbitration, it may be entitledézeive from Cantor, and possibly from us,
revenues in respect of the sale, license, diss¢immalelivery or other distribution of the datébgct to this agreement. Reuters has also
asserted that, if it loses the arbitration, it cosiill, at the conclusion of the arbitration, toycure its multiple breaches and seek to have the
agreement remain in effect. Cantor believes thditlinot breach or materially breach this agreeraadtbelieves that Reuters would not be
entitled to (1) any of our revenues, even if Reufgevailed in the
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arbitration or (2) cure its own breaches and c#lus@greement to remain in effect, in the event@arevails. As stated above, Reuters
ceased making payments under this agreement indr®@®has ceased distributing the data coveredebgdheement. Cantor has notified
Reuters that Cantor has terminated the agreemeatitim Reuters' material breaches.

Market Data Corporation recently made an applicatio an order directing

(1) Reuters to pay Cantor for providing the da2yGantor to continue to provide Market Data Cogpion with data for transmission to
Reuters, and (3) Reuters to accept and distrilmatelata over Reuters' network. That applicationble@s denied on the basis of Market Data
Corporation's failure to demonstrate that monetiaryages would be an inadequate remedy for any demitaignay suffer as a result of
Reuters' and Cantor's actions. Even if any relifengranted to Market Data Corporation, we do etiele it would have a material adverse
effect on our business.

We cannot assure you that Market Data Corporatiolicet Reuters will not seek to assert claims agais®r Cantor relating to our activities,
either in the arbitration or in another proceedimgany event, Cantor has agreed to indemnify tis mspect to any claims asserted by
Reuters or Market Data Corporation relating todgeeement or arising out of the arbitration.

EMPLOYEES

We have approximately 330 employees, five of whoenaur executive officers. None of these employsespresented by a union. We
believe that we have good relations with our emgésy

PROPERTIES

Our principal executive offices are located at Warld Trade Center, New York, New York. Our pringigxecutive offices occupy
approximately 50,000 square feet of leased spadehwie occupy pursuant to the Administrative Sersidgreement with Cantor. Our right
to use this space expires at the time that Carnéarse expires in 2012. We will pay Cantor appr@tety $1.2 million annually for use of this
space. Our largest presence outside of New Yarkliondon, where we have the right to use approtetya 5,000 square feet of Cantor's
existing office space. Our right to use this spaxgres at the earlier of (1) the time that Castlmase expires in 2016 or (2) when Cantor
ceases to be an affiliate of ours and Cantor aske uacate. We will pay Cantor approximately $800,annually for use of this space. We
believe our facilities are adequate for our reabbnfmreseeable future needs.
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MANAGEMENT

The following table provides information regardiogr directors, executive officers and persons wilbb@come our directors upon the
closing of this offering:

NAME AGE TITLE

Howard W. LutnicK...........cccoeveiiinnneenn. 38 Chairman and Chief Executive Officer

Frederick T. Varacchi..............ccccvvvnnnns 33 President and Chief Operating Officer;
Director(1)

Douglas B. Gardner.........ccccceevuveeeennnes 38 Vice Chairman; Director(1)

Kevin C. Piccoli.......ccccovvivvvcinnnnnne. 41 Senior Vice President and Chief Financial
Officer

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

Richard C. Breeden.........ccccccceeevvvinnnnne 49 Director(1)

Larry R. Carter.....ccccccevveeeeeeeneninins 56 Director(1)

(1) Appointment as a director will become effectyon the closing of this offering.

Our board of directors currently consists of omeator, Mr. Lutnick. At the time of completion dfis offering, our board of directors will
consist of five directors. In addition, we antidipghat two additional directors, one of whom Wil a non-employee director, will be added to
our board of directors following the closing ofdhiffering.

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 oft@as worldwide operations. Mr. Lutnick's
company, CF Group Management, Inc., is the managgmgral partner of Cantor. Mr. Lutnick serves@gltairman of the CANTOR
EXCHANGE SM. Mr. Lutnick is a member of the ExeaatiCommittee of the Intrepid Museum Foundation'afmf Trustees, the Zachary
and Elizabeth M. Fisher Center for Alzheimer's B Research at Rockefeller University, the BoAMamagers of Haverford College, the
Board of Directors of City Harvest and the Boardirectors of New York City Public/Private Initiags, Inc.

Frederick T. Varacchi. Mr. Varacchi has been owsRlent and Chief Operating Officer since June 1889 Varacchi has been an Executive
Managing Director and the Chief Operating OfficECantor since October 1999. From March 1998 tmfet 1999, he served as Senior
Managing Director and Chief Information Officer @antor. Before joining Cantor, Mr. Varacchi was BeWVice President and Chief
Technology Officer of Greenwich/Natwest Capital Mets, overseeing information technology for the pany from January 1995 to
February 1998. From March 1990 to January 1995 Mdracchi worked for Chase Manhattan Bank, wherkeié a variety of senior
technology positions, including Head of Global NetlwSystems for Private Banking. From January 1#®8@arch 1990, Mr. Varacchi serv
in a variety of positions with Salomon Smith Barpnmgluding as Head of Front Office Systems. Mrra&hi is a member of the Board of
Directors of Expert Ease Software and QV Tradingt&ys Inc.

Douglas B. Gardner. Mr. Gardner has been our Vitaiighan since June 1999. Mr. Gardner has been acuixe Managing Director of
Cantor since October 1999. He previously serveslessor Managing Director and Chief Administrativéfi€er of Cantor from January 1994
to October 1999, where he was responsible for eeang all worldwide finance and support relateccfions. Mr. Gardner serves as a dire
and is on the executive and finance committeeR@fIANTOR EXCHANGE SM. Prior to joining Cantor, MBardner was a partner of DG
Equities, a commercial and residential real estateloper and owner. From 1983 to 1985, Mr. Gardraer associated with Lehman Brothers
in the High-Technology Division of its Corporaten&nce Department.
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Kevin C. Piccoli. Mr. Piccoli has been our Senidc&/President and Chief Financial Officer sincet8eyber 1999. He has been a Managing
Director of Cantor since October 1999 and Seni@e\Rresident and Chief Financial Officer of Cantesponsible for its global accounting,
regulatory, management reporting and treasury fomst since July 1999. Prior to joining Cantorwes a Managing Director and Chief
Financial Officer at Greenwich Capital Holdings¢lna subsidiary of National Westminster Bank, frapril 1992 to July 1999. Mr. Piccoli's
responsibilities at Greenwich included global actg, tax and regulatory reporting. Prior to joigiGreenwich in April 1992, Mr. Piccoli
was an audit partner at Coopers & Lybrand.

Stephen M. Merkel. Mr. Merkel has been our Senime\President, General Counsel and Secretary Sinoe 1999. Mr. Merkel has also be
Senior Vice President, General Counsel and Segrefatantor since 1993, where he is responsibl€amtor's legal, compliance, tax, risk
and credit departments. Mr. Merkel serves as auireand Secretary of the CANTOR EXCHANGE SM. Ptmjoining Cantor, Mr. Merkel
was Vice President and Assistant General Counggbtifman Sachs & Co. from February 1990 to May 1$98m September 1985 to
January 1990, Mr. Merkel was associated with thefian of Paul, Weiss, Rifkind, Wharton & Garrison.

Richard C. Breeden. Mr. Breeden will become ouectior upon the closing of this offering. Mr. Breadwas been Chairman of the Board and
Chief Executive Officer of Equivest Finance, Ireepublicly traded vacation ownership company, sidctober 1997 and President since
October 1998. Mr. Breeden has served as TrustdbddBennett Funding Group, Inc. since 1996. Medsgien also has served as President of
Richard C. Breeden & Co., a consulting firm, sid@6. From 1993 to 1996, Mr. Breeden served asr@ilaai of the worldwide financial
services practice of Coopers & Lybrand and, fro@9l&® 1993, Mr. Breeden was Chairman of the U.8uBtes and Exchange Commissi
Mr. Breeden is a director of The Philadelphia StBgkhange, Inc.

Larry R. Carter. Mr. Carter will become our diractpon the closing of this offering. Mr. Carterrjed Cisco Systems in January 1995 as
President, Finance and Administration and as (Firedncial Officer and Secretary. In July 1997, hesywromoted to Senior Vice President,
Finance and Administration, Chief Financial Offigard Secretary. From 1992 to January 1995, Mr.eCaras Vice President and Corporate
Controller at Advanced Micro Devices. His careaoahcludes four years with V.I.S.1. Technology.las Vice President, Finance and Chief
Financial Officer and two years at S.G.S. Thompdaroelectronics Inc. as Vice President, Financémnistration and Chief Financial
Officer. He also spent 19 years at Motorola, lmtiere he held a variety of financial positions, lde being Vice President and Controller,
M.O.S. Group. Mr. Carter is on the Board of Direstof Network Appliance, Inc., Ultratech Steppe@.land QLogic Corporation.

COMMITTEES OF THE BOARD

In connection with the closing of this offering, wal establish (1) an Audit Committee, all of theembers of which will be non-employee
directors, and
(2) a Compensation Committee.

The Audit Committee will be responsible for reconmuimg to the Board of Directors the engagementunfiedependent 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 directdfe expect to grant our initial non-
employee directors options to purchase 20,000 stadreur common stock at an exercise price pereséanal to the initial public offering
price per share. Any other options to be grantetbtoemployee directors will be in amounts to bedrined by our board of directors.
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Non-employee directors also will be reimbursed for-ofipocket expenses incurred in attending meetirigsir board of directors or
committees of our board of directors.

EXECUTIVE COMPENSATION

We are a recently formed company. Prior to Marc®9]@ve did not conduct any operations. As a readthave 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 a pro ratetipo of their annual salaries of $350,000, $500,3250,000, $125,000 and $150,000,
respectively, for services they provide to us dyrd®999.

1999 LONG-TERM INCENTIVE PLAN

In November 1999, our board of directors and stoldkdr approved our adoption of our 1999 Long-Tencehtive Plan. The purpose of the
plan is to allow us to attract, retain and awarspnt and prospective officers, employees, directmnsultants and certain other individuals
(including employees of Cantor) and to compendaetin a way that provides additional incentived anables such individuals to increase
their ownership interests in our Class A commoulstindividual awards under the plan may take trenfof:

o either incentive stock options or non-qualifi¢éalck options;

o0 stock appreciation rights;

o restricted or deferred stock;

o dividend equivalents;

o bonus shares and awards in lieu of our obligattorpay cash compensation; and

o other awards, the value of which is based in @loolin part upon the value of our Class A comntools

The plan will generally be administered by a conteeit which will initially be the Compensation Contteé of our board, except that our
board will perform the committee's functions untter plan for purposes of grants of awards to nopleyee directors, and may perform any
other function of the committee as well. The coneaitgenerally is empowered to select the indivsludio will receive awards and the ter
and conditions of those awards, including the nunolbshares subject to the award exercise prigeggions and other exercisable awards,
vesting and forfeiture conditions (if any), perf@nte conditions, the extent to which awards matyaesferable and periods during which
awards will remain outstanding. Awards may be sétih cash, shares, other awards or other propEstgietermined by the committee.

The maximum number of shares of our Class A comstock that may be subject to outstanding awardsuig plan will not exceed 20%
of the aggregate number of shares of all classesrafmon stock outstanding determined immediatdbr &fach award is granted. The nurr
of shares deliverable upon exercise of incentiseksbptions is limited to 10,000,000 shares of €lasommon stock.

In connection with this offering, options in therio of non-qualified stock options to purchase altot 7,500,000 shares of Class A common
stock will be granted to our executive officers alder employees as follows:

2,500,000 shares to Howard Lutnick, 800,000 shar&sederick Varacchi, 375,000 shares to Douglasi@a, 100,000 shares to Stephen
Merkel, 65,000 shares to Kevin Piccoli, 3,320,008rss to our other employees and 300,000 sharraitoyees of Cantor. Each of the ak
options will have an exercise price per share etqputde initial public offering price. Except ashy. Lutnick, all options will be
nontransferrable, and will be subject to vestimgureements. As to Mr. Lutnick, 500,000 shares tdlimmediately exercisable and will be
transferable to members of his family (or a trissablished for the benefit of his family) in orderfacilitate his estate planning. Upon a
change of control of eSpeed, exercisability wilhgelly be accelerated, unless otherwise deterniiggte committee. Our initial non-
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employee directors will each receive options tachase 20,000 shares of Class A common stock ateanige price per share equal to the
initial public offering price. These options wilebome exercisable as to one-third of the shardssaenonths after the completion of this
offering. All options generally will expire on tlearlier of 10 years after the date of grant oranrection with a termination of employment.
Mr. Lutnick's immediately exercisable options vékpire on the earlier of five years after the dstgrant or in connection with a termination
of employment, and the options granted to Cantqyleyees will expire five years after the date adrgrand will not terminate in connection
with a termination of employment.

The plan will remain in effect until terminated byr board. The plan may be amended by our boafwuitthe 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 commarksttay then be listed or quoted. The
number of shares reserved or deliverable undeplthreand the number of shares subject to outstgrairards are subject to adjustment in
event of stock splits, stock dividends and otheramxdinary corporate events.

We generally will be entitled to a tax deductiomuakto the amount of compensation realized by #gyaant through awards under the plan,
except (1) no deduction is permitted in connectigth incentive stock options if the participant ielthe shares acquired upon exercise fc
required holding periods; and (2) deductions fane@wards could be limited under the $1.0 millieduktibility cap of Section 162(m) of t
Internal Revenue Code. This limitation, howevenigt not apply to awards granted under the plaindwa grace period of approximately
three years following this offering, and should apply to certain options, stock appreciation rggatd performance-based awards granted
thereafter if we comply with certain requirementsler Section 162(m).

STOCK PURCHASE PLAN

In November 1999, our board of directors and stotddr approved the adoption of our Stock Purchédee. Ffhe Stock Purchase Plan will
permit our eligible employees to purchase sharesmioEommon stock at a discount. Employees whda &bgearticipate will have amounts
withheld through payroll deductions during purchpsdods. At the end of each purchase period, aatated payroll deductions will be used
to purchase stock at a price determined by the @dirative committee that administers the StoclcRage Plan, but which will not be less
than 85% of the lower of the market price at thgitneing of the purchase period or the end of thelpase period, including interim dates, as
may be determined by the administrative commiit@ag. Class A common stock that is purchased undeStbck Purchase Plan may be
subject to a holding period. We have reserved 4®bghares of our Class A common stock for issuander the Stock Purchase Plan.

The Stock Purchase Plan will remain in effect uetiminated by our board or until no shares of@laiss A common stock are available for
issuance under the Stock Purchase Plan. The Stockdse Plan may be amended by our board witheutdhsent 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 commaorkstray then be listed or quoted.

The Stock Purchase Plan is intended to qualify uBaetion 423 of the Internal Revenue Code, arsliels, we will not be entitled to any tax
deduction where a participant holds the purchakackes for the longer of two years from the begigrohthe purchase period, or one year
from the end of the purchase period.
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RELATIONSHIP WITH CANTOR

THE FORMATION TRANSACTIONS

Concurrently with this offering, Cantor is contritng to us, and we are acquiring from Cantor, safitslly all of our assets. These assets
primarily consist of proprietary software, netwaliltribution systems, technologies and relatedrestual rights that comprise our eSPEED
SM system. In exchange for these assets, we aiagsto Cantor 43,999,900 shares of our Class Bneomstock, representing approximai
98% of the voting power of our outstanding capstakck after this offering. Cantor has elected tovent 2,500,000 of these shares into shares
of the Class A common stock which it is offeringetzy.

Cantor conceived of and has been developing sydepremote fully electronic marketplaces sincedhdy 1990's. Since 1996, Cantor has
invested more than $200 million in information teology, which culminated in the development of @8PEED SM system. Cantor's
technology initiatives during this period includeaftware development, infrastructure and mainteea@ssociated with operating Cantor's
entire global securities business. The evolutioqaogess which led to the development of the eSPEMBystem was a combination of the
development of Cantor's brokerage, trading, clesrasettiement, analytical pricing and relatedesystand was impacted by the continual
improvement in computer processing and the changaatjng environment. Accordingly, it is difficuld separately quantify development or
other systems costs associated with the ultimateldpment of the eSPEED SM system as it emanatpdrirfrom all of the information
technology initiatives of Cantor.

Since January 1996, Cantor has used the eSPEEySb&frsinternally to conduct electronic tradingMarch 1999, the first fully electronic
transaction using the eSPEED SM system was exebytadtlient.

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; none of these participants are
obligated to use our marketplaces under these iagres. We either have, or will have upon the clgsifthis offering, the rights and
obligations under many of these agreements andgeraents as they relate to operating our eSPEERYSkmM. We are in the process of
registering as a broker-dealer with the Nationadg&sation of Securities Dealers, Inc. and the ratguy authorities of various states. We also
intend to obtain any foreign regulatory approvalsdur foreign subsidiaries that are necessaryloisable. As we receive the regulatory
approvals and licenses necessary to operate arale marketplaces globally and increase clisvdraness of our electronic marketplaces,
we intend to enter directly into tri-party agreenseand other arrangements with clients and CaWferassist market participants, including
Cantor, in participating in the electronic markats that are created and supported by our eSPEEEySem. We share with Cantor a
portion of the transactiobased revenues paid by market participants foséetions effected through our electronic markegdamr which ar
otherwise electronically assisted. Cantor and nadriie largest financial institutions in the wodte currently our primary clients.

Following this offering, Cantor will continue to emate its equity dealing business, money markesandrities lending business, matched
book repurchase agreement business, investmersoagliusiness and other specified businessesdingthose in which Cantor acts as a
dealer. These businesses are carried out in oviecafions around the world. We will not share tity @evenues generated by these busine
other than service fees we may become entitleddeive in connection with hardware maintenanceadher systems support development
services we may provide to Cantor. Following tHiging, Cantor will also continue to provide voibeokerage services, clearance,
settlement and fulfillment services and other edlaervices in connection with our electronic mgpleees. Accordingly, upon conversion of
Cantor's marketplaces to our eSpeed platform, sifdefinancial instruments will continue to be @aed and executed by Cantor brokers
over the telephone, and this method of order dntrantor into our electronic trading platform @templated to continue for the foresee
future. It is anticipated that a significant peregye of orders and revenues will continue to bendad by Cantor, and a sharing of
commissions (as described below under "Joint Sesvigreement”) with us will occur. Since it is patssible to predict the level of
acceptance by clients, and individual traders kdtatithin each client, of fully electronic ordertgn
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processing, we anticipate that each marketplacgugtavill experience widely varying direct electronsage rates by clients and their trac
personnel.

We entered into the agreements described belowrinaction with the formation transactions and tip ldefine the terms of our relationship
with Cantor in the future. In an effort to mitigatenflicts of interest between us and Cantor, wet@antor have agreed that none of these
agreements may be amended without the approvamafjerity of our disinterested directors.

ASSIGNMENT AND ASSUMPTION AGREEMENTS

We have entered into Assignment and Assumption égants with Cantor pursuant to which Cantor isriiouting to us rights and interests
in the assets and contractual and other arrangsménith comprise our eSPEED SM system. In consiideréor the contribution of these
assets, rights and interests, we will issue to @astiares of our Class B common stock represeafppgoximately 100% of the outstanding
shares of our capital stock prior to this offeramgd we will assume certain liabilities relatinghe assets which Cantor is contributing to us.
These liabilities include accrued compensationizamkfits and other accrued liabilities. Under #rens of the Assignment and Assumption
Agreements, Cantor has agreed to indemnify us nggpect to liabilities and losses we suffer whiesutt from the operation of, and events
relating to, the assets transferred to us pri@nbin connection with their transfer, except thatwill assume the defense of and indemnify
Cantor with respect to any liabilities arising ofithe patent litigation involving Liberty BrokeragWe have agreed to indemnify Cantor with
respect to liabilities and losses which they sufflaich result from our ownership and operationhafse assets.

JOINT SERVICES AGREEMENT

We have entered into a Joint Services Agreememt @atntor under which we and Cantor have agreedltaborate to provide brokerage and
related services to clients in multiple electromiarkets for transactions in securities and othrrfcial products. In addition, we may in our
discretion collaborate on non-financial productsisTagreement will be effective upon completing fdwenation transactions and provides for
a perpetual term. Under the agreement, we will enth operate the electronic trading systems ancbeitiesponsible for providing electronic
brokerage services, and Cantor will provide voissigted brokerage services, clearance and settiesmfices and related services, such as
credit and risk management services, oversighlieftcsuitability and regulatory compliance, sghesitioning of products and other services
customary to brokerage operations.

All information and data (other than informatiomaténg to bids, offers or trades or other informatthat is input into, created by or otherwise
resides on an electronic trading system for fingmqmioducts) created, developed, used in conneutitinor relating to the operation of and
effecting of transactions in any marketplace wdltbhe sole property of Cantor or us, as applicabighe following basis: (1) if the data relate
to financial products, the data belong solely totGg (2) if the data relate to a collaborative kegplace in which only products that are non-
financial products are traded, the ownership ofddia will be determined by Cantor and us on a-bgsease basis through good faith
negotiations, (3) if the data relate to a marketpla which we do not collaborate with Cantor utvhich we provide electronic brokerage
services and only non-financial products are trattezldata belong solely to us and (4) if the del@e to a norcollaborative marketplace tt

is not a marketplace in which we provide electrdorimkerage services and in which financial prodactstraded, the data belong solely to
Cantor. All right, title and interest in the da#ating to bids, offers or trades or other inforimathat is input into, created by or otherwise
resides on an electronic trading system for finanmioducts belong to Cantor. We have the righisi® such data only in connection with the
execution of transactions in such markets.

Commission Sharing Arrangement

Under this agreement, we and Cantor have agregithi@ revenues derived from transactions effeatéitei marketplaces in which we
collaborate and other specified markets. We haveealto collaborate with Cantor to determine theamh of commissions to be charged to
clients that effect transactions in these markegdahowever, in the event we are unable to agitheGmantor with respect to a transaction
pricing decision, Cantor is entitled to make theafipricing decision with respect to transactiamsvihich Cantor provides voice-assisted
brokerage services and we are entitled to makérthkpricing decision with respect to transactidinat are fully electronic. We may not ms
a final transaction pricing decision that results i
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the share of transaction revenues received by €heing less than Cantor's actual cost of providiegrance and settlement services and
other transaction services. We and Cantor will stignsaction revenues with regard to transacgéfiested through our electronic
marketplaces as follows:

If the transactions:

o are effected in a marketplace in which we coltabowith Cantor, are fully electronic transactiamsl relate to (1) financial products sucl
fixed income securities, futures contracts, deivest and commodities that are not traded on the TR EXCHANGE SM, (2) products tr
are traded on the CANTOR EXCHANGE SM or (3) norgfigial products that are not traded on the CANTO®REANGE SM, then, in the
case of transactions described in clauses (1) 2navé will receive the aggregate transaction reesrand pay to Cantor service fees equal to
35% and 20% of the transaction revenues, respégtived, in the case of a transaction describerddnse (3), we will agree to the method of
allocating the transaction revenues on a case-bg-oasis.

o are effected in a marketplace in which we coltabowith Cantor, involve voice-assisted brokersgeices that Cantor provides and the
transactions relate to (1) financial products tratnot traded on the CANTOR EXCHANGE SM, (2) praduthat are traded on the CANT!
EXCHANGE SM or (3) non-financial products that awe traded on the CANTOR EXCHANGE SM, then, in tase of a transaction
described in clause (1), Cantor will receive thgragate transaction revenues and pay to us a sdedgaqual to 7% of the transaction
revenues; in the case of a transaction describelhirse (2), we will receive the aggregate tramsacevenues and pay to Cantor a service fee
equal to 55% of the transaction revenues; andidarcase of a transaction described in clause @)y agree to the method of allocating the
transaction revenues on a case-by-case basis.

o are effected in a marketplace in which we docotiaborate with Cantor, but in which Cantor prascelectronic brokerage services, anc
transactions relate to a financial product, thent@awill receive the aggregate transaction reverarel pay to us a service fee, equal to 30%
of the amount we would have received had we cotktied with Cantor. Cantor can only provide thesetebnic brokerage services in
markets in which we are unable or decline to pigdite. The transaction fees on which the amounuofervice fee will be based will be
reduced by the amount of the costs incurred by @datthird parties to obtain electronic brokeragevices.

o are effected in a marketplace in which we docoditborate with Cantor, but in which we do provaectronic brokerage services, and (1)
the transactions relate to a financial producty tive will receive the aggregate transaction reveraunel pay to Cantor a service fee equal to
20% of the transaction revenues paid to or receyeds or (2) the transactions relate to a fioancial product, then we will receive all of t
transaction revenues.

o are not effected through an electronic marketplaat are electronically assisted, such as sasginted open outcry transactions, then
Cantor will receive the aggregate transaction raesrand pay to us a service fee equal to 2.5%edfdimsaction revenues.

In the event that Cantor's direct costs payabthitd parties for providing clearance, settlemerd &ulfillment services with respect to a
transaction in a collaborative marketplace witlpezs to any financial product for any month exceregldirect costs incurred by Cantor to
clear and settle a cash transaction in United Stateasury securities for such month, the cost@fixcess is borne pro rata by Cantor and us
in the same proportion as the transaction reveandservice fees for such transaction are to beedha

In the event that a client does not pay, or payg amportion of, the transaction revenues relating transaction, then we and Cantor each
our respective share of the loss based on the qage of the transaction revenues we would otherivée been entitled to receive with
respect to such transaction.

System Services

We have also agreed to provide to Cantor technasogyort services, including (1) systems admirtistna (2) internal network support, (3)

support and procurement for desktops of asdr equipment, (4) operations and disaster regmawices, (5) voice and data communicati

(6) support and development of systems for cleaasettiement and fulfillment services,

(7) systems support for Cantor brokers and (8)tedaix applications systems and network supportdelopment for the unrelated dealer
businesses with respect to which we will not callabe with Cantor. Cantor will pay to us an amacaopial
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to the direct and indirect costs, including overhehat we incur in performing these services. Vilenet receive service fees or otherwise be
entitled to share in transaction revenues reldtinthe system services that we provide to Cantourfioelated dealer businesses. We have
agreed not to use confidential information, inchgdbusiness plans and software, obtained fromexn by Cantor in connection with the
provision of these services to parties other thant@. For the purposes of the Joint Services Agesd, an unrelated dealer business means
(1) Cantor's equity businesses as they exist fioma to time, (2) Cantor's money market instrumamis securities lending division, as they
exist from time to time, (3) any business or partibereof or activity in which Cantor acts as alelear otherwise takes market risk or
positions, including in the process of executingahad principal transactions, providing the servioga specialist or market maker or
providing trading or arbitrage operations, (4)ti#s currently or in the future subject to or 8anto those specified in the United Kingdom
Gaming Act of 1963 or any successor act and (5)oaisiness not involving operating a marketplace.

Intellectual Property

Cantor has granted to us a license covering Camatents and patent applications that relatee@8PEED SM system. The license is
perpetual, irrevocable, world-wide and royalty fes®l is exclusive, except in the event that (1 pvesunwilling to provide to Cantor any
requested services covered by the patents witlecesp a marketplace and Cantor elects not to requsi to do so, or we are unable to provide
such services or (2) we do not exercise our rigffitst refusal to provide to Cantor electronic kevage services with respect to a
marketplace, in which events Cantor will have atiah right to use the patents and patent applicatmlely in connection with the operation
of that marketplace. Cantor will cooperate withatsour expense, in any attempt by us to preventtard party infringement of our patent
rights under the license.

Non-competition Provisions

The Joint Services Agreement restricts our abiitgompete with Cantor and Cantor's ability to cetepwith us in the following
circumstances:

o If Cantor wishes to create a new financial pradoarketplace, then Cantor may require us to peoeiéctronic brokerage services with
respect to that marketplace. We must use our conialigrreasonable efforts to develop an electrardding system for, and to render
electronic brokerage services with respect to, tetketplace. If we are able to develop and put apteration an electronic trading system for
the marketplace within 180 days, then the marke#plaill be a collaborative marketplace. If, aftédigent effort, we are unable to develop .
put into operation an electronic trading systemtiiermarketplace within 180 days, then (1) we havéability to Cantor for our failure to
provide an electronic trading system, (2) Cantoy er@ate and operate the marketplace in any mahaeCantor deems to be acceptable, (3)
the marketplace will not be a collaborative markatp and (4) Cantor will pay to us a service fegabtp 30% of the net amount we would
have received had we collaborated with Cantor. Jdiet Services Agreement provides that Cantor'pgsal to create a new marketplace and
the requirements relating thereto must be comnigre@asonable in scope and Cantor must diligeptissue the development of the
marketplace and cause the new marketplace to beoparational within two years of the date of itsic@to us relating to the creation of the
new marketplace.

o If Cantor wishes to create a new financial pradoarketplace and Cantor does not require us toatpean electronic trading system and to
provide electronic brokerage services for that ragoliace in accordance with its rights describethénpreceding paragraph, then Cantor n

in any event, notify us in writing of its intentida create the new marketplace and we will havgta of first refusal to provide electronic
brokerage services with respect to that marketpléeee notify Cantor that we want to provide ekectic brokerage services with respect to
the new marketplace, then we must use commercidigonable efforts to develop and put into opeanaioelectronic trading system for the
marketplace within 180 days. If we are able to tlgvand put into operation an electronic tradingtsgn for the marketplace within 180 de
then the marketplace will be a collaborative maplaate. If, after diligent effort, we are unabledivelop and put into operation an electronic
trading system for the marketplace within 180 daysye notify Cantor that we do not wish to provalectronic brokerage services with
respect to the new marketplace, then Cantor mayigegar obtain from a third party electronic brokge services for that marketplace in any
manner

57



that Cantor deems to be acceptable and the maaketplill not be a collaborative marketplace. ThatJ8ervices Agreement provides that
Cantor's proposal to create a new marketplacelenteguirements relating thereto must be comméyaishsonable in scope and Cantor n
diligently pursue the development of the marketplacd cause the new marketplace to become opeaiatvithin two years of the date of its
notice to us relating to the creation of the newkatplace.

o If Cantor wishes to create a new electronic ntpi&ee for a product that is not a financial pragdtieen Cantor must notify us in writing of
its intention to create the new electronic marlatel We will have the opportunity to offer to pmithe electronic brokerage services with
respect to the new marketplace, and Cantor wilerewur offer in good faith, but may accept or céjghat offer in its reasonable discretion
Cantor rejects our offer, then the marketplace moli be a collaborative marketplace and Cantor opgyate the marketplace in any manner
that Cantor deems to be acceptable.

o If we wish to create a new electronic marketplace financial product, then we must notify Caritowriting of our intention to create the
electronic marketplace, and Cantor will have atraftfirst refusal to provide the applicable voiassisted brokerage services, clearance,
settlement and fulfillment services and/or relagedvices with respect to that marketplace. If, imi80 days, Cantor notifies us that it wishes
to provide such services with respect to the nevketplace, then the marketplace will be a collabeeamarketplace. If Cantor

(1) notifies us that it does not wish to providelsgervices or

(2) fails to notify us within the 30-day time pedithat it does wish to provide such services wapect to the new marketplace, then we may
provide or obtain from a third party those servifteghat marketplace in any manner that we deebetacceptable.

o If we wish to create a new electronic marketplace product that is not a financial product,rttvee must notify Cantor in writing of our
intention to create the new electronic marketpl&amntor will have the opportunity to offer to prdeithe applicable voice-assisted brokerage
services, clearance and settlement and fulfillnsentices and/or related services with respectaéméw marketplace. If, within 30 days,
Cantor notifies us that it wishes to provide suetviees, then we will review Cantor's offer in gdagth, but may accept or reject that offer in
our reasonable discretion. If we reject Cantorferpthen we may create and operate the marketpieaay manner that we deem to be
acceptable.

o We may not directly, indirectly or in connectiaith a third person,

(1) engage in any activities competitive with aibass activity now or hereafter conducted by CaatqP) provide or assist any other person
in providing voice-assisted brokerage servicesralece and settlement services and/or relatedcesniin either case other than (w) in
collaboration with Cantor, (x) with respect to awnmarketplace involving a financial product, af&antor has indicated that it is unable or
unwilling to provide such voice-assisted brokeragerices, clearance and settlement services arelébed services with respect to that
marketplace, (y) with respect to a new marketplagelving a product that is not a financial produafter having considered in good faith ¢
proposal submitted by Cantor relating to the prioviof those services or (z) with respect to arelated dealer business in which we develop
and operate a fully electronic marketplace.

o Cantor may not directly, indirectly or in conrieatwith a third person, provide or assist any ofherson in providing electronic brokerage
services, other than (1) in collaboration with (23,with respect to a new marketplace, after (x)haee indicated that we are unable to
develop and put into operation an electronic trgdiypstem with respect to that new marketplace witl0 days or (y) we have declined to
exercise our right of first refusal or have exexdisur right of first refusal but are unable toelep and put into operation an electronic
trading system within 180 days.

o Notwithstanding anything to the contrary in tlng Services Agreement, the unrelated dealer lpssis retained by Cantor are expressly
excluded from our rights of first refusal and tlstrictions on Cantor's ability to compete with ldewever, we may create fully electronic
marketplaces in unrelated dealer businesses.

We and Cantor are entitled to pursue and may émtealliance opportunities, including strategiiaaices, joint ventures, partnerships or
similar arrangements, with third parties and cormmate business combinations with third parties enfofiowing basis only. If an alliance
opportunity (1) relates to a person
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that directly or indirectly provides voice-assistedkerage services and engages in business aperaiat do not involve electronic
brokerage services, then Cantor is entitled toymiesxd consummate a transaction with respect tallience opportunity, (2) relates to a
person that directly or indirectly provides eleaimbrokerage services and engages in businesatapes that do not involve any voice-
assisted brokerage service, then we are entitlpdrigue and consummate a transaction with respdicat alliance opportunity or (3) is an
alliance opportunity with respect to a person othan those described in clauses (1) and (2) alibga,we and Cantor will cooperate to
jointly pursue and consummate a transaction wipe&et to such alliance opportunity on mutually aglde terms. A business combinat
includes a transaction initiated by and in whidhei we or Cantor is/are the acquiror involving gAnerger, consolidation, amalgamation or
combination, (B) any sale, dividend, split or otbHe&position of any capital stock or other equitierests (or securities convertible into or
exchangeable for or options or warrants to purchagecapital stock or other equity equivalentsihef person, (C) any tender offer (including
without limitation of a self-tender), exchange offecapitalization, dissolution or similar trantew, (D) any sale, dividend or other
disposition of a significant portion of the assansl properties of the person (even if less thaaralbstantially all of such assets or
properties), and (E) entering into any agreemeniaderstanding, or the granting of any rights diams, with respect to any of the foregoing.

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. Canllanake available to us some of its administratand other staff, including its internal
audit, treasury, legal, tax, human resources, catpalevelopment and accounting staffs. Membetisasie staffs will arrange for our
insurance coverage and will provide a wide arragesVices, including administration of our persdrarel payroll operations, benefits
administration, internal audits, facilities managem promotional sales and marketing, legal, riskhagement, accounting and tax prepar:
and other services. We will reimburse Cantor ferdlstual costs incurred by Cantor, plus other measie costs, including reasonably
allocated overhead. We have also entered into geraants with Cantor under which we have the righiste certain assets, principally
computer equipment, from Cantor relating to therafien of our eSPEED SM system. These assets bjecsto operating leases with third
party leasing companies. Under this provision ef Aldministrative Services Agreement, we have agted bound by the general terms and
conditions of the operating leases relating toasgets used by us. See Note 5 of the Notes todhsolidated Financial Statements. Under
Administrative Services Agreement, we will provislEes, marketing and public relations servicesant@r. Cantor will reimburse us for the
actual costs incurred by us, plus other reasoraigts, including reasonably allocated overhead.Administrative Services Agreement he
three-year term which will renew automatically arccessive one-year terms unless canceled by eghar Cantor upon six months' prior
notice; provided, however, that our right to use daw York space expires at the time that Cantedse expires in 2006 and our right to use
our London office space expires at the earlielldtife time Cantor's lease expires in 2016 or (&) Cantor ceases to be an affiliate of ours
and Cantor asks us to vacate.

REGISTRATION RIGHTS AGREEMENT

Pursuant to the Registration Rights Agreement tertiered into by Cantor and us, Cantor is to recpiggyback and demand registration
rights.

The piggyback registration rights allow Cantoregister the shares of Class A common stock issue@able to it in connection with the
conversion of its Class B common stock wheneveprepose to register any shares of Class A comnomk $or our own or another's
account under the Securities Act for a public affgrother than:

o any shelf registration of shares of Class A comistock to be used as consideration for acquisitadradditional businesses; and
o registrations relating to employee benefit plans.

Cantor will also have the right, on three occasitmsequire that we register under the Securfiietsany or all of the shares of Class A
common stock issued or issuable to it in conneatiith the conversion of its Class B common stock.rbre than one of these registrations
may be demanded within the first year
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after the closing of this offering. The demand aigiyback registration rights apply to Cantor am@ny transferee of shares held by Cantor
who agrees to be bound by the terms of the Retj@irRights Agreement. The ability of Cantor to eige its registration rights for the
period of 180 days after this offering will be méstied by the lock-up agreements described undearts Eligible for Future Sale."

We have agreed to pay all costs of one demandlbpiygyback registrations, other than underwritdigcounts and commissions. All of
these registration rights are subject to conditemg limitations, including

(1) the right of underwriters of an offering to lirthe number of shares included in that registrat(2) our right not to effect any demand
registration within six months of a public offerinfjour securities, including this offering; and (Bat Cantor agrees to refrain from selling its
shares during the period from 15 days prior to @hdays after the effective date of any registraitatement for the offering of our securi

POTENTIAL CONFLICTS OF INTEREST AND COMPETITION WIT H CANTOR

Various conflicts of interest between us and Cantay arise in the future in a number of areasirgjab our past and ongoing relationships,
including potential acquisitions of businessesropprties, the election of new directors, paymédmticidends, incurrence of indebtedness,
matters, financial commitments, marketing functiagndemnity arrangements, service arrangementgime®es of our capital stock, sales or
distributions by Cantor of its shares of our comrstotk and the exercise by Cantor of control owgrmanagement and affairs. A majority
our directors and officers following this offeriadgso serve as directors and/or officers of CarBonultaneous service as an eSpeed direct
officer and service as a director or officer, @tgs as a partner, of Cantor could create or agpeaeate potential conflicts of interest when
such directors, officers and/or partners are fagittd decisions that could have different implicasdafor us and for Cantor. Mr. Lutnick, our
Chairman and Chief Executive Officer, is the satekholder of the managing general partner of Qarite a result, Mr. Lutnick controls
Cantor. Upon completion of this offering, Cantotlwivn all of the outstanding shares of our ClagsoBimon stock, representing
approximately 98% of the combined voting powerlb€kasses of our voting stock. Mr. Lutnick's sirarleous service as our Chairman and
Chief Executive Officer and his control of Cantoutd create or appear to create potential confti€iaterest when Mr. Lutnick is faced with
decisions that could have different implicationsde and for Cantor.

We intend that transactions between us and Canttiorits other affiliates will be subject to thepaoval of a majority of our independent
directors.

In addition, Cantor can compete with us under gexicumstances. See "--Joint Services Agreemidnti-competition Provisions."
CONSULTING SERVICES

For providing consulting services to us and Caimt@onnection with this offering, we expect to isgo Martin J. Wygod warrants to purch
a number of shares of our Class A common stocklequa5% of the aggregate number of shares ofSz4asommon stock offered by this
prospectus (excluding any shares purchased pursu#ire underwriters' over-allotment option). Wéicpate that each of the warrants will
have a fiveyear term and will be exercisable commencing orfiteeanniversary of the date of issuance at egpper share equal to the init
public offering price. We expect that the warramit not be transferable, other than to charitiad &usts established for the benefit of Mr.
Wygod's children and grandchildren.
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PRINCIPAL AND SELLING STOCKHOLDERS

The following table sets forth certain informatimgarding the beneficial ownership of our commalstas of the date of this prospectus and
after giving effect to this offering by:

0 each person or entity that we know beneficiallyne more than 5% of our common stock;
o0 each of our directors and director nominees;

o each of our executive officers;

o all of our current directors, director nomineed axecutive officers as a group; and

o the selling stockholder.

NUMBE R OF SHARES PERCENTAGE OF COMMON STOCK
BENEFI CIALLY OWNED BENEFICIAL LY OWNED
PRIOR TO OFFERING AFTER OFFERING PRIOR TO OFFERING AFTER OFFERING(3)
NAME OF BENEFICIAL =~ cmememmmmmeee e s
OWNER(1)(2) CLASS A CLASSB CLASS A CLASSB CLASSA CLASSB CLASSA CLASSB
Howard W. Lutnick(4)........ 100 100 41,500,000(6) 41,500,000(6) 100% 100% 83% 100%
Frederick T. Varacchi....... - - - - - - -- -
Douglas B. Gardner.......... -
Kevin C. Piccaoli............
Stephen M. Merkel...........
Richard C. Breeden.......... --
Larry R. Carter............. --
All directors, director
nominees and executive
officers as a group
(7 persons)(5)............ 100 100 41,500,000 41,500,000 100% 100% 83% 100%
SELLING STOCKHOLDER
Cantor Fitzgerald
SeCuUritieS.......ccer. 100 100 41,500,000(6) 41,500,000(6) 100% 100% 83% 100%

(1) The address of each holder of more than fiveqre of our common stock listed above is One Workele Center, New York, NY 10048.

(2) Unless otherwise indicated, we believe thatpiesons named in this table have sole voting mvestment power with respect to the
shares of common stock shown. The amounts andmiages are based upon 100 shares of common sttstkroding as of November 1,
1999. Shares of Class B common stock are conveiitibd shares of Class A common stock at any tmthe discretion of the holder on a
one-for-one basis. Accordingly, a holder of share€lass B common stock is deemed to be the beakfiainer of an equal number of shares
of Class A common stock for purposes of this table.

(3) Assumes no exercise of the underwriters' olletraent option.

(4) Includes shares of Class B common stock treabamned by Cantor Fitzgerald Securities, of whiem©r Fitzgerald, L.P. is the managing
partner. CF Group Management, Inc. is the Mana@iageral Partner of Cantor Fitzgerald, L.P. and Mtnick is the President and sole
stockholder of CF Group Management, Inc.

(5) Includes shares of Class B common stock treabemned by Cantor Fitzgerald Securities.

(6) Includes shares of Class B common stock owmeedoord by Cantor Fitzgerald & Co., Cantor Fitajdrinternational and CFFE LLC, all
of which are subsidiaries of Cantor Fitzgerald 3ies.
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DESCRIPTION OF CAPITAL ®CK

GENERAL

Following the completion of this offering, our aatized capital stock will consist of 200,000,00@uss of Class A common stock, $.01 par
value, 100,000,000 shares of Class B common s$#0k,par value, and 50,000,000 shares of prefetomk, $.01 par value. Upon
completion of this offering

(1) we will have 8,500,000 shares of Class A comstogk and 41,500,000 shares of Class B commok stttstanding; and (2) we will ha
outstanding options to purchase 7,500,000 shar€asé 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 Byvsaand to applicable law, for a complete des@iptf 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 comntiacksand Class B common stock are not entitleditowdate their votes in the election of
directors. Generally, all matters to be voted orstogkholders must be approved by a majority othécase of election of directors, by a
plurality of the votes entitled to be cast by hotdef all shares of Class A common stock and Bassmmon stock present in person or
represented by proxy, voting together as a singkes¢ subject to any voting rights granted to haé any preferred stock. Amendments to
our Amended and Restated Certificate of Incorporetinat would nevertheless change the powers, nerafes or special rights of the Class A
common stock or the Class B common stock so afd@ctahem adversely also must be approved by aritgjof the votes entitled to be cast
by the holders of the shares affected by the amentinioting as a separate class. Any amendmentrtdmended and Restated Certificate
Incorporation to increase the authorized sharespfClass A common stock will be deemed not tochffelversely the powers, preferences or
special rights of the Class A common stock. Howeary amendment to our Amended and Restated Cat&fbf Incorporation to increase
the authorized shares of Class B common stock amend, alter, change or repeal the rights of (Bassmmon stock must be approved by a
majority of the voting power of all of the outstamgl shares of Class B common stock. The holde@ass A common stock and Class B
common stock are entitled to such dividends as Ineageclared in the discretion of our board of doecout of legally available funds,
subject to the preferential dividend rights of amares of preferred stock. Holders of Class A comstock and Class B common stock have
no preemptive rights to purchase shares of ouks@ar Amended and Restated Certificate of Incaapon provides that each share of Class
B common stock is convertible at any time, at théam of the holder, into one share of Class A camrstock. Each share of Class B
common stock will automatically convert into a ghaf Class A common stock upon any sale, pledgehar transfer (a Transfer), whethe:
not for value, by the initial registered holdeth@t than any Transfer by the initial holder to CBntor Fitzgerald, L.P., (2) any entity
controlled by Cantor Fitzgerald, L.P. or by Howaxdnick and (3) Howard Lutnick, his spouse, hisaéstany of his descendants, any of his
relatives, or any trust established for his ber@fiior the benefit of his spouse, any of his dedaats or any of his relatives. Notwithstanding
anything to the contrary set forth herein, any kolof Class B common stock may pledge his, hets@hiares of Class B common stock to a
pledgee pursuant to a bona fide pledge of the slareollateral security for indebtedness duedgtbdgee so long as the shares are not
transferred to or registered in the name of thdgde. In the event of any pledge meeting thesdrergants, the pledged shares will not be
converted automatically into shares of Class A comistock. If the pledged shares of Class B comnmekdecome subject to any
foreclosure, realization or other similar actiontbg pledgee, they will be converted automaticiaty shares of Class A common stock upon
the occurrence of that action. The automatic caigarprovisions in our Amended and Restated Ceatifi of Incorporation may not be
amended, altered, changed or repealed withoutppaal of the holders of a majority of the votipgwer of all outstanding shares of Class
A common stock.

Shares of Class A common stock and Class B commock are not subject to any redemption provisiams shares of Class A common st
are not convertible into any other securities.@ltstanding
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shares of Class A common stock and Class B commoeck are fully paid and nonassessable. The sh&a@s €lass A common stock we v
sell in this offering will also be fully paid andnassessable when we receive payment for the shares

PREFERRED STOCK

Our Amended and Restated Certificate of Incorponagirovides for 50,000,000 authorized shares demed 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 privaferings 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 Incorporation grants our board of directors lorpawer to establish the rights and preferencesitiforized and unissued preferred stock.
The issuance of shares of preferred stock purdoanir board of directors' authority described aboould decrease the amount of earnings
and assets available for distribution to holdershafres of common stock and adversely affect tgsiand powers, including voting rights
these holders and may have the effect of delagetgrring 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.

WARRANTS

Upon completion of this offering, we expect to issuarrants representing the right to acquire uf2t,500 shares of Class A common stock
at the initial public offering price per share. SBelationship with Cantor -- Consulting Services."

LIMITATION ON DIRECTORS' LIABILITIES

Our Amended and Restated Certificate of Incorponalimits, to the maximum extent permitted undete®are law, the personal liability of
directors and officers for monetary damages foatieof 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 pawnits us to indemnify officers, directors or dayges against expenses, including
attorney's fees, judgments, fines and amountsipaedttlement in connection with legal proceediifigse officer, director or employee acted
in good faith and in a manner reasonably beliewduktin or not opposed to our best interests aitl,respect to any criminal act or
proceeding, if he or she had no reasonable causelitve his or her conduct was unlawful. Indenwaifion is not permitted as to any matter
as to which the person is adjudged to be liablessjland only to the extent that, the court in fwlsiech action or suit was brought upon
application determines that, despite the adjudicadi liability, but in view of all the circumstaes 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 reasonablyrirduin connection with the action.

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

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

ANTI-TAKEOVER PROVISIONS
GENERAL

Certain provisions of the Delaware General Corpomnataw and our Amended and Restated Certificat@e@drporation and our Amended
and Restated By-Laws may delay, discourage or ptevehange in control of our company unless tkedeer or change in control is
approved by our board of directors. These
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provisions also may render the removal of directord management more difficult. These provisionyg discourage bids for our common
stock at a premium over the market price and mag@ely affect the market price and voting and otlghts of the holders of our common
stock.

CERTIFICATE OF INCORPORATION AND BY-LAWS

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, or in the exbietChairman of our board is
unavailable, the Vice Chairman acting jointly witie President. Our Amended and Restated 8ys require advance written notice prior
meeting of stockholders of a proposal or directnimation which a stockholder desires to presestiah a meeting, which generally must be
received by our Secretary not later than 120 daips fo the first anniversary of the date of ouoxyr statement for the preceding year's an
meeting. In addition, our Amended and Restatedii@ate of Incorporation permits us to issue adufitil shares of Class B common stock or
"blank check" preferred stock.

All amendments to our Amended and Restated By-Lrawst be approved by either the holders of a mgjofithe voting power of all
outstanding capital stock entitled to vote or bmaority 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 effgmteventing changes in our management.

DELAWARE ANTI-TAKEOVER LAW

We are subject to Section 203 of the Delaware Géi@orporation Law. In general, Section 203 prakiki publicly held Delaware
corporation from engaging in a "business combimdtigith an "interested stockholder"” for a periodiufee years following the date the
person became an interested stockholder, unlesbtissess combination™ or the transaction in whiah person became an "interested
stockholder" is approved in a prescribed mannene@aly, 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 corporationsanding 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.

TRANSFER AGENT AND REGISTRAR
The Transfer Agent and Registrar for the commookst® American Stock Transfer & Trust Company.
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SHARES ELIGIBLE FOR FUTUREALE

Upon completion of this offering, we will have 8(5000 outstanding shares of Class A common stodiktarb00,000 shares of Class B
common stock. The 8,500,000 shares sold in thexioff will be freely tradable without restrictionder the Securities Act except for any
shares purchased by our affiliates. The remainin§GD,000 shares of Class B common stock held isyirg stockholders are "restricted
securities" as that term is defined in Rule 144.

These restricted shares will become eligible fée sathe public market, subject to the volume tatibns under Rule 144 as described below,
from time to time following this offering, commemgj in September 2000. All of these restricted share subject to the contractual
restrictions on sale described below under the@aptock-up Agreements."

Rule 144 makes available an exemption from thesteggion requirements of the Securities Act. Inggah) under Rule 144, a person (or
persons whose shares are aggregated) who owns sharevere acquired from the issuer or an aféil@ftthe 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 ClassrAmon stock (approximately 85,000 shares immdgliaféer this offering); 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 certgjnirements relating to manner of sale, noticeaadability of current public information
about us. A person (or persons whose shares aregaggd) who is not deemed to have been an adfilifours at any time during the 90 days
immediately preceding the sale and who owns shihegsvere 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 assurararelwe 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 ozcur, could adversely affect the prevailingkea 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 5,000,000 shaf@air Class A common stock under the Securitieswhthin 90 days after the closing of
this offering for use by us as consideration fdufa acquisitions. Upon registration, these shgeeerally will be freely tradable after
issuance, unless the resale thereof is contragtestricted or unless the holders thereof areestiltp the restrictions on resale provided in
Rule 145 under the Securities Act. Any registefeatas so issued will be subject to contractuatiotisins that will prevent the shares from
being freely tradable during the 180 day periodratie date of this prospectus.

Atfter this offering, we intend to initially regist@0% of the total outstanding shares of our comstonk, or approximately 10,000,000 shares
of Class A common stock, for issuance upon exedfiggptions granted under our stock option planvéfincrease our total outstanding sh

of common stock, we will register additional shané€lass A common stock so that the stock availéd issuance under our stock option
plan will be registered. We also plan to regisier 425,000 shares of Class A common stock isswatdler our stock purchase plan. Once we
register the shares issuable under these planscémebe sold in the public market upon issuanggjest to restrictions under the securities
laws applicable to resales by affiliates.

Cantor will have piggyback and demand registratights to register the shares of Class A commocksissued or issuable to it in connect
with the conversion of its Class B common stocle SRelationship with Cantor--Registration Rightsrégment."

LOCK-UP AGREEMENTS

We and our directors, executive officers and halddgrour common stock and securities convertibie an exercisable or exchangeable for
common stock issued prior to this offering or upled consummation of the formation transactions fereed pursuant to certain "lock-up"
agreements with the underwriters that, subjecettam exceptions, they will not offer, sell, caxtt to sell, pledge, grant any option to sell, or
otherwise dispose of, directly or indirectly, amages of common stock or securities convertible ortexercisable or exchangeable for
common stock for a period of 180 days after the déthis prospectus without the prior written aamisof Warburg Dillon Read LLC.
Warburg Dillon Read LLC, in its sole discretion, ynalease the shares subject to the lock-up agnmetsnrewhole or in part at any time with
or without notice. However, Warburg Dillon Read Lb@s no current plan to do so.
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UNDERWRITING

The selling stockholder and we have entered intoraterwriting agreement with the underwriters naineldw. Warburg Dillon Read LLC,
Hambrecht and Quist LLC, Thomas Weisel Partners Bh@ Cantor Fitzgerald & Co. are acting as repitasiers of the underwriters.

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
Hambrecht and Quist LLC........cccevevveeeevees L
Thomas Weisel Partners LLC........cccccevvcceee. L
Cantor Fitzgerald & CO.....cocovvvvvevvciieeeaeeee

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. Undeutigerwriting 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 tiaes to certain securities dealers at such
price less a concession of $ per share to certher 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 and the selling stockholder have granted themmiters an oveadlotment option. This option, which is exercisafdeup to 30 days aft
the date of this prospectus, permits the underwgrite purchase a maximum of 1,275,000 additionateshof our Class A common stock to
cover over-allotments. If the underwriters exereBer part of this option, they will purchase stgcovered by the option at the public
offering price that appears on the cover pageisfitospectus, less the underwriting discountil bption is exercised in full, the
underwriters will purchase 1,000,000 shares frorangs275,000 shares from the selling stockholdeth& extent that the underwriters
exercise the ovealotment option in part and not in full, the undeiters will purchase shares from us and the sgkitockholder on a pro re
basis. If this option is exercised in full, theatigprice to the public will be $176 million, thetébproceeds to us will be approximately $126
million and the total proceeds to the selling stakler will be $50 million, at an assumed offerprice of $18 per share. The underwriters
have severally agreed that, to the extent the alletment option is exercised, each of the undeensiwill purchase a number of additional
shares proportionate to its initial amount reflddtethe above table.
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The following table provides information regarditiig amount of the discount to be paid to the undess by us and the selling stockholder:

PAID B Y US PAID BY THE SELLIN G STOCKHOLDER
NO EXERCISE OF FULL EXERCISE OF NO EXERCISE OF F ULL EXERCISE OF
OVER-ALLOTMENT OPTION OVER-ALLOTMENT OPTION OVER-ALLOTMENT OPTION O VER-ALLOTMENT OPTION
Per Share................. $ $ $ $
Total...oveeeeeieenen $ $ $ $

We estimate that the total expenses of this offerxcluding the underwriting discount, will be apgmately $2,450,000.
We and Cantor have agreed to indemnify the undegragainst specified liabilities, including liféés under the Securities Act.

Thomas Weisel Partners LLC, one of the represeemabtf the underwriters, was organized and regidtas a broker-dealer in December
1998. Since December 1998, Thomas Weisel Partiaarbden named as a lead or co-manager on 87 (ildit pfferings of equity securities,
of which 64 have been completed, and has actedwsdicate member in an additional 45 public offgsi of equity securities. Thomas
Weisel Partners does not have any material relgttiprwith us or any of our officers, directors t¢her controlling persons, except with
respect to its contractual relationship with usspant to the underwriting agreement entered intmimection with this offering.

We and our directors, executive officers and haldgrour common stock and securities convertibie an exercisable or exchangeable for
common stock issued prior to this offering, or uponsummation of the formation transactions, hayreed pursuant to certain "lock-up"
agreements with the underwriters that, subjecettam exceptions, they will not offer, sell, catt to sell, pledge, grant any option to sell, or
otherwise dispose of, directly or indirectly, amnases of common stock or securities convertible ortexercisable or exchangeable for
common stock for a period of 180 days after the déthis prospectus without the prior written aamisof Warburg Dillon Read LLC.
Warburg Dillon Read LLC, in its sole discretion, ynalease the shares subject to the lock-up agnmetsnrewhole or in part at any time with
or without notice. However, Warburg Dillon Read Lb@s no current plan to do so.

At our request, the underwriters have reserveddte at the initial public offering price up to 4280 shares of common stock for our offic
directors, employees, clients, friends and relgedons who express an interest in purchasing gieses. The number of shares of our Class
A common stock available for sale to the generalipwvill be reduced to the extent these personstmse 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.

Cantor Fitzgerald & Co., a subsidiary of the segllgtockholder, is participating in this offeringasepresentative of the underwriters.
Consequently, this offering is being conducteddoordance with Rule 2720 of the Conduct of RulethefNASD, which provides that,
among other things, when an NASD member particgpitehe underwriting of its subsidiary's equitgséties, the initial public offering

price can be no higher than that recommended loyalified independent underwriter" meeting certtamdards. In accordance with this
requirement, Warburg Dillon Read LLC is servinghis role and will recommend a price in compliamgth the requirements of Rule 2720.
In connection with this offering, Warburg Dillon B&LLC in its role as qualified independent undéevthas performed due diligence
investigations and reviewed and participated inpitegaration of this prospectus and the regisinagtatement of which this prospectus forms
a part. In addition, the underwriters may not confsales to any discretionary account without therpecific approval of the customer.

Prior to this offering, there has been no publicketfor our Class A common stock. Consequently dfiering price for our Class A comm
stock will be determined by negotiations betweerthss selling stockholder and the underwritersiambt necessarily related to our asset
value, net worth or other established criteriaatie. The factors considered in these negotiatioresidition to prevailing market conditions,
included the history of and prospects for the induis which we compete, an assessment of our ne&nagt, our prospects, our capital
structure and certain other factors as were deegaiedant.
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Rules of the Securities and Exchange Commissionlimétythe ability of the underwriters to bid for purchase shares before the distribution
of the shares is completed. However, the undensriteay engage in the following activities in ac@rde with the rules:

o Stabilizing transactions--The representatives make bids for or purchases of the shares for tinegse of pegging, fixing or maintaining
the price of the shares, so long as stabilizing digl not exceed a specified 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 syndicateeting 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 higherithrewuld be in the absence of these
transactions. The imposition of a penalty bid miglisb 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 Securities and Exchange Commission regukgtieecondary market trades are required to settleée business days following the
trade date (commonly referred to as "T+3"), untbssparties to the trade agree to a differentesattht cycle. As noted above, the shares will
settle in T+3. Therefore, purchasers who wishdddron the date of this prospectus or during tkétheee succeeding business days must
specify an alternate settlement cycle at the tifrte@trade to prevent a failed settlement. Puretsasf the shares who wish to trade shares on
the date of this prospectus or during the nexttlsteeceeding business days should consult theiraolwisors.

LEGAL MATTERS

Certain legal matters related to this offering Wil passed upon for us and the selling stockhblgéforgan, Lewis & Bockius LLP, New
York, New York and Stephen Merkel, our Senior ViRresident, General Counsel and Secretary. Upoddking of this offering, we will
grant to Mr. Merkel options to acquire 100,000 slsasf our Class A common stock. Certain legal matteglated to this offering will be
passed upon for the underwriters by Dewey BallantibP, New York, New York.
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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 INFRMATION

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 necessatyplete and, where any contract is an
exhibit to the registration statement, each statémith 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. Y
may call the Securities and Exchange Commissidngfl0-SEC-0330 for further information about theaion of the public reference
rooms.

As a result of this offering, we will become sultjexthe information and reporting requirementshef Securities Exchange Act of 1934 and,
in accordance therewith, will file periodic reponsoxy statements and other information with teewities and Exchange Commission.
Upon approval of the Class A common stock for guimteon the Nasdag National Market, such reporsypand information statements and
other information may also be inspected at thedwati Association of Securities Dealers, Inc., 1K3Street, NW, Washington, D.C. 20006.

The Securities and Exchange Commission maintaiftedd Wide Web site that contains reports, proxgl arformation statements and other
information regarding registrants that file eleoioally with the Securities and Exchange Commissidre address of the Securities and
Exchange Commission's Web site is http://www.sec.go
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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
Novenber 15, 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
September 24, 1999, and the related statemenfzesétions, cash flows and changes in stockholdqugy for the period from March 10,
1999 (date of commencement of operations) to Sdmev, 1999. These financial statements are gporesibility of the Company's
management. Our responsibility is to express aniopion these financial statements based on out. aud

We conducted our audit in accordance with generalbepted 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 diselssn 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
September 24, 1999, and the results of its ope@rstad its cash flows for the period from March 1999 (date of commencement of
operations) to September 24, 1999, in conformity\generally accepted accounting principles.

, 1999
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eSPEED, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL CONDITION
SEPTEMBER 24, 1999

ASSET S
CaSN. e $ 200,000
Fixed assets, at COSt..........ccccveevireereenne 10,973,124
Less accumulated depreciation and amortization..... (2,021,726)
Fixed assets, Net........cccccveevvvreerennnnnnn. 8,951,398
Prepaid expenses, principally computer maintenance 1,646,866
TOtAl @SSEIS..cccciiiiiiiiciieeeeeees e $10,798,264
LIABILITIES AND STOC KHOLDER'S EQUITY
Liabilities:
Payable to affiliates, Net........cccccevveeeees s $ 5,097,480
Accrued compensation and benefitS............ccce. e 4,861,668
Accounts payable and accrued liabilities........... 1,797,658
Total IabilitieS. ..o 11,756,806
Commitments and contingencies
Stockholder's equity:
Preferred stock, par value $0.01 per share; 50,00 0,000 shares authorized, no share issued or
OUESTANAING .o i e -
Class A common stock, par value $0.01 per share; 200,000,000 shares authorized; 2,500,000 shares
issued and OULSEANAING......cccvveveenes e 25,000
Class B common stock, par value $0.01 per share; 100,000,000 shares authorized, 41,500,000 shares
issued and OULSTANAING......coovvvieenicees s 415,000
Additional paid in capital . 5,215,299
Accumulated defiCit.........ccceeviiiiieeenninen. (6,613,841)
Total StoCKNOIAEr'S @QUILY....ccccveeeeiiiiecceeee e (958,542)
Total liabilities and stockholder's equity.......... $10,798,264

See notes to consolidated financial statements.



eSPEED, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE PERIOD FROM MARCH 10, 1999

(DATE OF COMMENCEMENT OF OPERATIONS) TO SEPTEMBER,2999

PRO FORMA
ACTUAL ADJUSTMENTS(1) (UNAUDITED)
Revenues:
Transaction revVenUes..........cccevvereeneeane $15,034,597 $ - $15,034,597
System services fees from affiliates 9,104,872 9,104,872
Total reVeNnUES......ccccveveviiieeeeeeeee e 24,139,469 24,139,469
Expenses:
Compensation and employee benefits.............. L 14,704,940 14,704,940
Occupancy and equipment 6,632,436 6,632,436
Professional and consulting fees................. 3,615,348 3,615,348
Communications and client networks............... ... 2,445,792 2,445,792
Transaction services fees paid to affiliates..... 1,337,282 1,337,282
Administrative fees paid to affiliates........... 1,067,200 1,067,200
Other.....cooiiieeeeeee e 1,122,119 1,122,119
Total eXPeNnSesS.....ccoveeevvcivieeeiiceees e 30,925,117 30,925,117
Loss before benefit for income taxes............... . (6,785,648) -- (6,785,648)
Income tax benefit:
State and local... 171,807 (171,807) --
Total tax benefit........ccocvvvveeeeeeee. 171,807 (171,807) --
NetloSS...cccoiiiiiiiiieiieeeeeeee s $(6,613,841) $(171,807) $(6,785,648)

Per share data:
Basic and diluted net loss per share............. .. $ (0.15) $ (0.15)
Shares of common stock outstanding.............. . L 44,000,000

44,000,000

(1) Pro forma income tax is computed as if the Canypwas subject to income tax as a corporatiorsuth, the tax benefit for state and local
tax which is available to the Company as a divigb&FS is no longer available as the Company wbelih a net operating loss position.

See notes to consolidated financial statements.



eSPEED, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD FROM MARCH 10, 1999 (DATE OF COMMENC EMENT OF OPERATIONS) TO
SEPTEMBER 24, 1999

Cash flows from operating activities:

NELIOSS. .ot s $(6,613,841)
Non-cash item included in net loss:

Depreciation and amortization..................— 2,021,726

Increase in operating asset:

Prepaid eXpPenSes......ccccveeeeiniiccces e (444,643)

Increase in operating liabilities:

Accrued compensation and benefits............. L 3,370,832
Payable to affiliate, Net......cccccceceeeeees 5,097,480
Accounts payable and accrued liabilities...... s 171,010
Cash provided by operating activities....... 3,602,564
Cash flows from investing activities:
Acquisitions Of fixed @SSetS......cccccccvveeeees e (1,999,851)
Capitalization of software development costs..... L (1,602,713)
(3,602,564)
Cash flows from financing activities:

Capital contributioN......ccccvvviiiiies e ———— 200,000
Netincrease in Cash.....cccccovveivicccccees 200,000
Cash balance, beginning of period................... L --

$ 200,000

Cash balance, end of period........cccocceeeeeee 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......... $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.
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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
SEPTEMBER 24, 1999

COMMON STOCK ADDITIONAL TOTAL
------------------------ PAIDIN  ACCUMULATED STOCKHOLDER'S
CLASS A CLASS B CAPITAL DEFICIT EQUITY
Balance, March 10, 1999................... $ - $ - $ - % - $ -
Cash capital contribution....... 1 199,999 200,000
Non-cash capital contribution........... 439,999 5,015,300 5,455,299
Conversion of Class B common stock to
Class A common stock................. 25 ,000 (25,000) --
Net 10SS......oovvviiiiieiiieiiiee (6,613,841) (6,613,841)
Balance, September 24, 1999............... $ 25 ,000 $ 415,000 $5,215,299 $(6,613,841) $ (958,542)

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 SEPTEMBER 24, 1999
1. ORGANIZATION AND FORMATION TRANSACTION

eSpeed, Inc. (eSpeed or, together with its wholmed subsidiaries, the Company) is a wholly owndisgliary of Cantor Fitzgerald
Securities (CFS), which in turn is a 99.5% ownelossaliary of Cantor Fitzgerald, L.P. (CFLP, or tdgatwith CFS and its subsidiaries,
Cantor). eSpeed commenced operations on March9P@, ds a division of CFS. eSpeed is a Delawareocatipn that was formed on June 3,
1999. In September 1999, the Company's Board @&diirs changed eSpeed's fiscal year from the tatayFof March to December 31. The
Company engages in the business of operating aiteezelectronic marketplaces designed to enabl&eh@articipants to trade securities i
other products more efficiently and at a lower ¢ban traditional trading environments permit.

The Company filed a registration statement on F8finwith the Securities and Exchange Commissiom foublic offering (the Offering) of
Class A common stock on September 21, 1999. Théauof shares to be offered and the initial offgnqimice will be determined at a future
date. On or prior to the effective date of the @ffg, and upon obtaining various regulatory applsauhae formation transactions will be
consummated and, as such, the accompanying finataiaments reflect such transactions and theitesi of eSpeed while operating as a
division of CFS as the historical basis financtatsments of eSpeed. The formation transactionsdean initial capital contribution of net
assets of $5,455,299. This contribution includrediassets with a net book value of $7,370,560paepiaid expenses of $1,202,223, and the
assumption of liabilities consisting of accrued pamsation, accounts payable and other liabilitfek3gl17,484. In exchange for the
contribution of net assets, the Company issueddC&®,999,900 shares of Class B common stock. Inmatedy thereafter, Cantor converted
2,500,000 shares of Class B common stock to 2,80%8ares of Class A common stock which will bel $olthe Offering.

Upon completion of the Offering, the capitalizatiwineSpeed will consist of 200,000,000 shares tfaized Class A common stock, $.01
value, 100,000,000 shares of Class B common s$0k, par value, and 50,000,000 shares of prefeteak, $.01 par value. The rights of
holders of shares of common stock will be subsdéiptidentical, except that holders of Class B camnrnstock will be entitled to 10 votes per
share, while holders of Class A common stock weéliemtitled to one vote per share. Additionally,hesicare of Class B common stock will be
convertible at any time, at the option of the haldt#o one share of Class A common stock. Uporctimapletion of the Offering, the
Company expects to issue warrants for 127,500 sttdr€lass A common stock. These warrants will reafige-year term and will be
exercisable commencing on the first anniversaghefdate of issuance at a price per share eqtia timitial public offering price. These
warrants will be dilutive in nature.

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 ligsilin the consolidated financial statements.rezaties, by their nature, are based on judgment
and available information. As such, actual restitsld differ from the estimates included in thesasplidated financial statements.

TRANSACTION REVENUES--Securities transactions ané telated transaction revenues are recorded ranle 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 Cartgy Software Developed or Obtained for Internad Uéccordingly, internal and external
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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 SEPTEMBER 24, 1999

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

direct costs of application development and of iolitg software for internal use are capitalized anwbrtized over their estimated economic
useful lives of three years on a straight line fasi

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.

3. FIXED ASSETS
Fixed assets consist of the following:

SEPTEMBER 24,

1999
Computer and communication equipment................ e $ 8,324,521
Software, including software development costs..... 2,648,603

10,973,124
Less accumulated depreciation and amortization..... (2,021,726)
Fixed assets, Net....cccccvvvvivvceiceieeeee e, $ 8,951,398

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 allatabecach partner based upon their ownership isite@#S is, however, subject to the
Unincorporated Business Tax (UBT) of the City ofiN¥ork, and the benefit for income taxes represanedduction in UBT. The loss
generated by eSpeed will be used as a reductitiredfixable 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.

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 datesutn 2004 as follows:

FOR THE PERIOD ENDING DECEMBER 31:

1999 e e, $ 1,078,351
2000 e, 4,627,449
0 1 4,388,356
00 2 4,388,356
2003 e, 4,308,659
Thereafter.....cocovvvvvvieiiieieeeeeeee e, 24,569,975
L1031 ¢ | OO OUPO $ 43,361,146

Rental expense under the above and under all offezating leases amounted to $2,450,446 for thegended September 24, 1999.
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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 SEPTEMBER 24, 1999

5. COMMITMENTS AND CONTINGENCIES--(CONTINUED)

LEGAL MATTERS--On May 5, 1999, Cantor, The BoardTgade of the City of Chicago, The New York MerdenExchange and The
Chicago Mercantile Exchange, were sued by Eleatrdriding Systems, Inc. in the United States Distiourt for the Northern District of
Texas (Dallas Division) for alleged infringementWwhgner United States patent 4,903,201, entitladdfated Futures Trade Exchange."
The patent relates to a system and method for mmahéing an electronic, computer-automated futurebange. On July 1, 1999, Cantor
answered the complaint, asserting, among othegshihat the '201 patent was invalid and not igth by Cantor and that Cantor was not the
real party in interest. Although not identified thye complaint, Cantor believes that the systemgoelrarged with infringement is a version of
the electronic trading system used by the Canteh&mge which Cantor is contributing to the Compiangonnection with this offering. If the
plaintiff is successful in the lawsuit, the Compangy be required to obtain a license to developraarket one or more of its services, to
cease developing or marketing such services ardesign such services. There can be no assurdrateke Company would be able to ob
such licenses or that the Company would be abdbtain them at commercially reasonable rates, ondble to obtain licenses that the
Company would be able to redesign its serviceyoidanfringement.

Cantor owns U.S. patent 5,905,974, entitled "Autuauction Protocol Processor.” On August 10, 1999erty Brokerage Investment
Corporation filed an action for declaratory judgmienthe United States District Court for the Distiiof Delaware against Cantor, claiming
that the '974 patent was invalid, unenforceableraridnfringed by Liberty. On October 12, 1999, @ammoved

(1) to dismiss all claims against Cantor for fagltio state a claim upon which relief can be graatedi (2) to dismiss the action against Cantor
for lack of an actual case or controversy withia theaning of the law. In the event the court de@iastor's motion to dismiss the action, we
cannot be assured that the Company or Cantor wiigrute the '974 patent against Liberty, thatdhé patent will be found to be valid
and/or enforceable or that Liberty will be founchtave infringed the '974 patent. The Company vediuane responsibility for defending this
suit on behalf of Cantor and its affiliates.

In February 1998, Market Data Corporation contrdetéh Chicago Board Brokerage (a company contdatig the Chicago Board of Trade
and Prebon Yamane) to provide the technology faglactronic trading system to compete with Cantdriged States Treasury brokerage
business. Market Data Corporation is controlledrlsyCantor and Rodney Fisher, her nephew-in-lais.Cantor, a company under the
control of Iris Cantor referred to herein as CHid&odney Fisher are limited partners of Cantardeitald, L.P.

In April 1998, Cantor Fitzgerald, L.P. filed a colaint in the Delaware Court of Chancery againstiké¢abData Corporation, Iris Cantor, CFl,
Rodney Fisher and Chicago Board Brokerage seekingjanction and other remedies. The complaintg@fethat Iris Cantor, CFl and
Rodney Fisher violated certain duties, includirtuiiary duties under Cantor's partnership agreech@nto their competition with Cantor
Fitzgerald, L.P. with respect to the electroniding system mentioned above. The complaint furditieges that Market Data Corporation and
Chicago Board Brokerage tortiously interfered withntor's partnership agreement and aided and dbsgeCantor’'s, CFl's and Rodney
Fisher's breaches of fiduciary duty. Iris Cantdf] @xd Rodney Fisher counterclaimed seeking, anotimgr things, (1) to reform agreements
they have with Cantor Fitzgerald, L.P. and (2) ela@®tion that Cantor Fitzgerald, L.P. breachedriaied covenant of good faith and fair
dealing. Cantor has agreed to indemnify the Compangny liabilities that the Company incurs witsspect to any current or future litigation
involving (1) Market Data Corporation, (2) Iris Gan (3) CFl or (4) Rodney Fisher.

On July 12, 1998, the Court of Chancery held CaRitagerald, L.P. was likely to succeed on the teenf its claims that Iris Cantor, CFl and
Rodney Fisher had breached their partnership diigmto Cantor but had not shown that the defersiannduct was likely to cause
imminent irreparable harm between the date of ffimion and a final hearing. The Court of Chancéngrefore, denied Cantor
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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 SEPTEMBER 24, 1999

5. COMMITMENTS AND CONTINGENCIES--(CONTINUED)

Fitzgerald, L.P.'s request for preliminary injunetirelief and scheduled a final trial. Cantor Fégd, L.P. settled its dispute with Chicago
Board Brokerage in April 1999 and Chicago Boardkerage subsequently announced it was disbandingésations. The remaining parties
have completed the final trial and the Court of @eay's decision is expected following post-tricdl@rguments scheduled for December 7,
1999. The Company believes Market Data Corporatitathnology for electronic trading systems willdfesubstantial assistance to
competitors in the wholesale market if providedhem.

Two related actions are pending in New York. Iraaecpending in the Supreme Court of New York, NeskYCounty, plaintiff Cantor
Fitzgerald, L.P. alleges, among other things, def¢ndants Market Data Corporation, CFl, Iris Caatal Rodney Fisher misused
confidential information of Cantor Fitzgerald, LiR.connection with the above mentioned provisibteohnology to Chicago Board
Brokerage. In a case pending in the United Statssi& Court for the Southern District of New YQi&FI and Iris Cantor allege, among ol
things, that certain senior officers of Cantor §érald, L.P. breached fiduciary duties they owe@Fd. The allegations in this lawsuit relate
several of the same events underlying the coudgadings in Delaware. Neither of these two casedban pursued during the pendency of
the court proceedings in Delaware.

In addition to the allegations set forth in the gieg lawsuits, Cantor has received correspondemce the attorneys representing Iris Cantor,
CFI, Market Data Corporation and Rodney Fishehaproceedings in Delaware, expressing a purpedadern that Cantor and/or certain of
its partners may be in breach of Cantor's partiereement (including, among other things, thngaship agreement's provisions relating
to competition with the partnership) and the genesstnership agreement of Cantor Fitzgerald S&esrwith respect to the Company's ini
public offering. Generally, these attorneys havegald that various purported conflicts of interg#t exist arising from the fact that certain of
the Company's directors and officers will simultangly hold positions with Cantor Fitzgerald, L.Poidover, these attorneys have asserted
that the Company's business plan may not be censisith certain purported rights of Market Datar@wation (including purported
intellectual property rights) and other parties #may have requested more information regardingCthmpany's initial public offering.

Although the Company does not expect to incur asgés with respect to the pending lawsuits or eupphtal allegations surrounding
Cantor's partnership agreement, Cantor has agodademnify the Company with respect to any lidigf the Company incurs as a result of
such lawsuits or allegations.

Cantor and Reuters are parties to a confidentigdration under the auspices of the American Adbitm Association in New York, New

York, which began in June of 1995 with respect fmauary 1993 agreement among Reuters, Cantor arkielMData Corporation. Cantor has
agreed to indemnify the Company against all claasserted by Reuters or Market Data Corporatiotimgl#o this agreement or arising out
the arbitration.

The agreement, among other things, involved deflitagrCantor of certain brokerage data relatingdo-t/nited States government bond and
U.S. municipal bond brokerage transactions fordmaittal over Reuters' network. The agreement ateetrnplated the joint development by
Cantor and Reuters of an electronic trading systeroertain transactions in non-United States gowemnt bonds. Cantor and Reuters did not
develop this electronic trading system. In thetaatibn, Reuters alleges that Cantor materialhabhed the agreement primarily by failing to
provide non-screen, voice brokerage data concemangUnited States government bonds and U.S. munibipadls that Reuters contends
subject to the agreement. Cantor has denied Realiegation that there has been any breach orrrabieeach of this agreement and has
asserted a breach of contract claim and variower @unterclaims against Reuters, including cldon®&Rkeuters' failure since February 1997
to pay any of the money due Cantor for data urfusragreement.
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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 SEPTEMBER 24, 1999

5. COMMITMENTS AND CONTINGENCIES--(CONTINUED)

Reuters has recently asserted that, in the evpravails in the arbitration, it may be entitledrézeive from Cantor, and possibly from the
Company, revenues in respect of the sale, licatiseemination, delivery or other distribution oéttata subject to this agreement. Reuters
has also asserted that, if it loses the arbitrattarould still, at the conclusion of the arbitoat, try to cure its multiple breaches and seek to
have the agreement remain in effect. Cantor bddigvat it did not breach or materially breach #gseement and believes that Reuters would
not be entitled to (1) any of the Company's revenaeen if Reuters prevailed in the arbitratiorf)rcure its own breaches and cause the
agreement to remain in effect, in the event Capitevails. As stated above, Reuters ceased makymgoas under this agreement in 1997
has ceased distributing the data covered by theeaggnt. Cantor has notified Reuters that Cantoterasnated the agreement based on
Reuters' material breaches.

Market Data Corporation recently made an applicatio an order directing

(1) Reuters to pay Cantor for providing the da2a,Gantor to continue to provide Market Data Cogpion with data for transmission to
Reuters, and (3) Reuters to accept and distritnatelata over Reuters' network. That applicationbesn denied on the basis of Market Data
Corporation's failure to demonstrate that monetiaryages would be an inadequate remedy for any demitaignay suffer as a result of
Reuters' and Cantor's actions. Even if any relifergranted to Market Data Corporation, the Compl®s not believe it would have a
material adverse effect on its business.

The Company cannot give any assurance that Mar&tt Oorporation and/or Reuters will not seek tedsdaims relating to the Company's
activities against the Company or Cantor, eithégh@arbitration or in another proceeding. In angre, Cantor has agreed to indemnify the
Company with respect to any claims asserted bydRewor Market Data Corporation relating to the agrent or arising out of the arbitration.

Although the ultimate outcome of these actions oabe ascertained at this time and the resulteg#llproceedings cannot be predicted with
certainty, it is the opinion of management thatrémolution of these matters will not have a matexéiverse 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 C8 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'sketplace businesses, depending on the type dfetec services provided for the
transaction. Revenues from such transactions dtim@eriod ended September 24, 1999 totaled $4593.

On certain transactions (those where the Compasgives 100% of the commission revenue share), CRS affiliate provides the Company
with services for which CFS or its affiliate is ga fee of 20% or 35% of the transaction revenueegbon the transaction. Charges to the
Company from CFS and its affiliates for such tratisa services during the period ended Septembet 299 totaled $1,337,282.

The Company also provides network, data centersanger administration support and other technok®yices to CFS and its affiliates. The
Company charges CFS and its affiliates for thesdaces commensurate with its costs of providingsthservices. System services fees
received from CFS and its affiliates during theigetiended September 24, 1999 totaled $9,104,872.
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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 SEPTEMBER 24, 1999

6. RELATED PARTY TRANSACTIONS--(CONTINUED)

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 costs represent tieetdand indirect costs of providing such servimed are determined based upon the time
incurred by the individual performing such serviddanagement believes that this allocation methagipls reasonable. The administrative
services agreement has a three-year term whichremiéiw automatically for successive one-year tamhsss cancelled upon six month's prior
notice by either the Company or CFS and its afééaThe Company incurred administrative feestichsservices during the period ended
September 24, 1999 totaling $1,067,200.

7. REGULATORY CAPITAL REQUIREMENTS

Through its broker-dealer subsidiaries, eSpeed Bovent Securities, Inc. and eSpeed Securities, time.Company will be subject to
Securities and Exchange Commission broker-deadgiaton under Section 15C and Rule 17a-5, resgaytiof the Securities Exchange Act
of 1934. As such, at current business levels thabsidiaries would be required to maintain mininmeh capital, as defined, of $25,000 and
$5,000, respectively. In addition, eSpeed's braleater subsidiary in the United Kingdom, eSpeediB8ges International Limited, expects to
be subject to the rules of the Securities and Estduthority, which requires minimum net capitabgiproximately $50,000.

8. EMPLOYEE BENEFIT PLAN

Employees of eSpeed are eligible to participathénCantor Fitzgerald Deferral Plan (the Plan),olihis a deferred-salary plan sponsored by
CFLP, whereby an eligible employee may elect tedafportion of his salary by directing eSpeedatibute to the Plan. The Plan is
available to all employees of eSpeed meeting ceeligibility requirements and is subject to theyisions of the Employee Retirement
Income Security Act of 1974. While the Company tiesoption to contribute to the Plan on behalt®fiarticipants, no such contribution
was made during the period ended September 24, T@administration of the Plan is performed by BFThe Company pays its
proportionate share of such administrative costieuthe Administrative Services Agreement.

9. LONG-TERM INCENTIVE PLAN

The Company intends to adopt a Long-Term IncerRiam (the Plan) which will provide for awards irettorm of 1) either incentive stock
options or non-qualified stock options (NQSQOs)s®)ck 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.

The Compensation Committee of the Board of Directwaitl administer the Plan and will generally bepawered to select the individuals
who will receive the awards and the terms and damdi of those awards.

The Plan also authorizes the automatic grant of 8® non-employee directors upon initial electisra 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 alsi2nds to issue stock options to certain officeis employees at an exercise price equal to
the initial public offering price. Additionally, .hCompany anticipates granting approximately 30D #0ck options to certain employees of
Cantor at an exercise price
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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 SEPTEMBER 24, 1999

9. LONG-TERM INCENTIVE PLAN--(CONTINUED)
equal to the initial public offering price. Thisllwiesult in an estimated, one time non-cash chtogke Company of $4,000,000.
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 pajediictions 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 andrdfihancial products. This segment comprised apipnaiely 62% of revenues for the period
ended September 24, 1999. The remainder of the @ayrgrevenues were derived from system serviessrizeived 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 representafitre activities of each region as of
and for the period ended September 24, 1999:

Transaction revenues:

BUIOPE. ittt s $ 4,210,154

ASIBuciiiiiiiiii e e, 333,695
Total NON-U.S. .. e 4,543,849

U S et e, 10,490,748
81 ] - $15,034,597

EUIOPE..viiiciieeiee e e $2,716,108
N - 1,019,523
Total NON-U.S....vvviiiiiiiiiiiiiiiiiieeee e 3,735,631
U S e e 4,613,005
Totaliiiiiiie e e $ 8,348,636

12. QUARTERLY INFORMATION (UNAUDITED)

The unaudited quarterly results of operations ef@ompany for 1999 are prepared in accordancegeitierally accepted accounting
principles. The information presented reflectsadjustments (which consist of normal recurring aals) that are, in management's opinion,
necessary for the fair presentation of resultspafrations for the periods presented. Results ofoa@nipd are not necessarily indicative of
results for a full year.
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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 SEPTEMBER 24, 1999

12. QUARTERLY INFORMATION (UNAUDITED)--(CONTINUED)

MARCH 10,
1999
(DATE OF
COMMENCEMENT
OF
OPERATIONS)
TO
MARCH 26,
1999 JUNE 25, 1999 SEPT. 24, 1999
Total FEVENUES......uvvevvieeciieecieeeeeeeee e, $1,948,250  $10,569,356 $ 11,621,863
Total eXPENSES...cuvveiiiieiiie e e, 2,486,758 13,321,989 15,116,370
Loss before provision for income taxes............. L (538,508) (2,752,633) (3,494,507)
Income tax benefit.........ccoevvvvvveeeeceeee. 13,470 68,849 89,488
NELIOSS. i e, $(525,038) $(2,683,784) $ (3,405,019)



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 HEREUNDER SHALL, UNDE&RNY CIRCUMSTANCES, CREATE ANY IMPLICATION
THAT THE INFORMATION CONTAINED HEREIN IS CORRECT A®F ANY TIME SUBSEQUENT TO THE DATE OF SUCH
INFORMATION.

8,500,000 Shares
[eSPEED LOGOQ]
Class A Common Stock

THROUGH AND INCLUDING , 1999 (THE 25TH DAY AFTER CMENCEMENT OF THIS OFFERING), ALL DEALERS
EFFECTING TRANSACTIONS IN THE CLASS A COMMON STOCRFFERED BY THIS PROSPECTUS, WHETHER OR NOT
PARTICIPATING IN THIS OFFERING, MAY BE REQUIRED TOELIVER A PROSPECTUS. THIS IS IN ADDITION TO THE
OBLIGATION OF DEALERS TO DELIVER A PROSPECTUS WHEACTING AS UNDERWRITERS AND WITH RESPECT TO THE
UNSOLD ALLOTMENTS OR SUBSCRIPTIONS.

WARBURG DILLON READ LLC
HAMBRECHT & QUIST
THOMAS WEISEL PARTNERS LLC

CANTOR FITZGERALD & CO.



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..........ccccevveveeneens $ 70,334

Nasdagq listing fee......cccccccvvveveeeeennninnnn. 95,000
NASD filing fee......ccccveiiiiiiiiiiiiies 25,800
Blue Sky fees and expenses..........ccccccveeennne 10,000
Printing and engraving COStS..........cccceevunees 225,000
Legal fees and expenses............ . 1,500,000
Accounting fees and expenses..............cccuee. 400,000
Transfer Agent and Registrar fees and expenses..... 3,500
Miscellaneous..........cc.eeeeviviieeiniiieneene 120,366
TOtAl i e $2,450,000

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 ttmé&me, indemnify all persons
whom it may indemnify pursuant thereto.

Section 145 of the DGCL permits a corporation, urspecified circumstances, to indemnify its direstofficers, employees or agents age
expenses (including attorneys' fees), judgmentssfand 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 corporatidn&ith respect to any criminal action or proceegglimad 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 reasonabig\e 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 desgiich adjudication of liability.

Our Amended and Restated Certificate of Incorponggirovides that our directors will not be persgnkéble to us or our stockholders for
monetary damages resulting from breaches of tikiciary 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 repuases or redemptions, or

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

The Underwriting Agreement, filed as Exhibit 1, ypides 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 Wwdéers will contribute to certain liabilities @uch persons under the Securities Act.

ITEM 15. RECENT SALES OF UNREGISTERED SECURITIES.
On September 7, 1999, we issued 100 shares of caratonok to Cantor Fitzgerald Securities for an aggte purchase price of $200,000.

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®mmas a transaction by an issuer not involvipglalic offering.
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ITEM 16. EXHIBITS AND FINANCIAL STATEMENT SCHEDULES

(a) Exhibits

EXHIBIT
NUMBER DESCRIPTION

1 -- Form of Underwriting Agreement*

2.1 - Form of Assignment and Assumption Ag reement, dated as of , 1999, by and among C antor
Fitzgerald, L.P., Cantor Fitzgerald Securities, Cantor Fitzgerald & Co. and eSpeed, Inc .

2.2 -- Form of Assignment and Assumption Ag reement, dated as of , 1999 by and betwe en Cantor
Fitzgerald International and eSpeed Securities International Limited*

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 Cantor F itzgerald,
L.P., Cantor Fitzgerald Internationa I, Cantor Fitzgerald Gilts, Cantor Fitzgerald Secur ities, Cantor
Fitzgerald & Co., Cantor Fitzgerald Partners, eSpeed, Inc., eSpeed Securities, Inc., eS peed Government
Securities, Inc., eSpeed Internation al Securities Limited and eSpeed Markets, Inc.

10.4 - Form of Administrative Services Agre ement, dated as of , 1999, by and am ong Cantor
Fitzgerald, L.P., Cantor Fitzgerald International, Cantor Fitzgerald Gilts, Cantor Fitz gerald
Securities, Cantor Fitzgerald & Co., Cantor Fitzgerald Partners, eSpeed, Inc., eSpeed S ecurities,
Inc., eSpeed Government Securities, Inc., eSpeed International Securities Limited and e Speed Markets,
Inc.

10.5 -- Form of Registration Rights Agreemen t

10.6 - Form of Sublease Agreement, dated as of , 1999, among Cantor Fitzgerald, L.P., eSpeed,
Inc. and the Port Authority of New Y ork*

21 -- 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)*

23.3 -- Consent of Richard C. Breeden

23.4 -- Consent of Larry R. Carter

23.5 -- Consent of Douglas B. Gardner

23.6 -- Consent of Frederick T. Varacchi

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 Agreent certificates in such denominations
and registered in such names as required by thenamiters to permit prompt delivery to each puraras
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(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 ematained in a form of prospectus filed by theisegnt pursuant to Rule 424(b)(1) or
(4) or 497(h) under the Securities Act shall bendie 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 registrstid@ment relating to the securities offered thesnd the offering of such securities at-
time shall be deemed to the initial bona fide offgithereof.

Insofar as indemnification arising under the SamsgiAct 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, thereforenéorceable. 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 sucfidstefense 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 opinidiits counsel the matter has been settled by
controlling precedent, submit to a court of appiaterjurisdiction the question whether such inddinaiion 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
AMENDMNET NO. 1 TO REGISTRATION STATEMENT TO BE SIGED ON ITS BEHALF BY THE UNDERSIGNED, THEREUNTO
DULY AUTHORIZED, IN THE CITY OF NEW YORK, THE STATEOF NEW YORK, ON THE 15TH DAY OF NOVEMBER, 1999.

eSpeed, Inc.

By: /'s/ HOMRD W LUTNI CK

Name: Howard W Lutnick
Title: Chairman of the Board and
Chi ef Executive Oficer

PURSUANT TO THE REQUIREMENTS OF THE SECURITIES ACF 1933, THIS AMENDMENT NO. 1 TO REGISTRATION
STATEMENT HAS BEEN SIGNED BY THE FOLLOWING PERSONS THE CAPACITIES AND ON THE DATE INDICATED.

SIGNATURE TITLE DATE

* Chairma n of the Board and Chief Executive November 1 5, 1999
Officer

Howard W. Lutnick

* Preside nt and Chief Operating Officer November 1 5, 1999

Frederick T. Varacchi

/s DOUGLAS B. GARDNER Vice Ch airman November 1 5, 1999

Douglas B. Gardner

* Senior Vice President and Chief Financial November 1 5, 1999
Officer (Principal Financial and Accounting
Kevin C. Piccoli Officer )
* Senior Vice President, General Counsel and November 1 5, 1999
Secreta ry

Stephen M. Merkel

*By /s/ DOUGLAS B. GARDNER
Douglas B. Gardner, as
Attorney-in-Fact pursuant to the
Power of Attorney previously provided as
part of the Registration Statement.
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EXHIBIT

NUMBER DESCRIPTION

1
2.1

2.2

10.4

10.5
10.6

21

23.1
23.2
23.3
23.4
235
23.6

27

-- Form of Underwriting Agreement*

-- Form of Assignment and Assumptio
Cantor Fitzgerald, L.P., Cantor
eSpeed, Inc.

-- Form of Assignment and Assumptio
between Cantor Fitzgerald Intern

-- 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
Fitzgerald, L.P., Cantor Fitzger
Fitzgerald Securities, Cantor Fi
Inc., eSpeed Securities, Inc., e
International Securities Limited

-- Form of Administrative Services
among Cantor Fitzgerald, L.P., C
Gilts, Cantor Fitzgerald Securit
Partners, eSpeed, Inc., eSpeed S
eSpeed International Securities

-- Form of Registration Rights Agre

-- Form of Sublease Agreement, date
L.P., eSpeed, Inc. and the Port

-- List of subsidiaries of eSpeed,

-- Consent of Deloitte & Touche LLP
-- Consent of Morgan, Lewis & Bocki
-- Consent of Richard C. Breeden

-- Consent of Larry R. Carter

-- Consent of Douglas B. Gardner

-- Consent of Frederick T. Varacchi

-- Powers of Attorney (included on

-- Financial Data Schedule

* To be filed by amendmel

EXHIBIT INDEX

n Agreement, dated as of , 1999, by and amo
Fitzgerald Securities, Cantor Fitzgerald & Co. and

n Agreement, dated as of , 1999 by and
ational and eSpeed Securities International Limited
of Incorporation of eSpeed, Inc.

eSpeed, Inc.

e.

us LLP*

ed, Inc.*

, dated as of , 1999, by and among Cant
ald International, Cantor Fitzgerald Gilts, Cantor
tzgerald & Co., Cantor Fitzgerald Partners, eSpeed,
Speed Government Securities, Inc., eSpeed

and eSpeed Markets, Inc.

Agreement, dated as of , 1999, by an
antor Fitzgerald International, Cantor Fitzgerald

ies, Cantor Fitzgerald & Co., Cantor Fitzgerald
ecurities, Inc., eSpeed Government Securities, Inc.
Limited and eSpeed Markets, Inc.

ement

d as of , 1999, among Cantor Fitzgera
Authority of New York*

Inc.

us LLP (contained in Exhibit 5)*

signature page)

or



AMENDED AND RESTATED
BY-LAWS
OF
eSPEED, INC.
ARTICLE |
Stockholders

SECTION 1. Annual Meeting. The annual meeting ef$tockholders of the Corporation shall be heldwuch date, at such time and at such
place within or without the State of Delaware ag e designated by the Board of Directors, forghgose of electing Directors and for the
transaction of such other business as may be gydp®ught before the meeting.

SECTION 2. Special Meetings. Except as otherwis@iged in the Certificate of Incorporation, a sp¢oneeting of the stockholders of the
Corporation may be called at any time by the Chairmof the Board, or, if the Chairman of the Boardmavailable, by the Vice Chairman
acting jointly with the President. Any special niegtof the stockholders shall be held on such deteuch time and at such place within or
without the State of Delaware as the Board of Daexor the officer calling the meeting may destgnat a special meeting of the
stockholders, no business shall be transacted @ednporate action shall be taken other t



that stated in the notice of the meeting unlesefate stockholders are present in person or byyprin which case any and all business may
be transacted at the meeting even though the ngeisthreld without notice.

SECTION 3. Notice of Stockholder Business and Natiams.

Nominations of persons for election to the Boar®wéctors of the Corporation and the proposalusibess to be considered by
stockholders may be made at an annual meetingcitsblders by or at the direction of the Board @ebtors or by any stockholder of the
Corporation who was a stockholder of record onr¢loerd date established for the giving of noticewafh meeting, who is entitled to vote at
the meeting and who complies with the notice pracesl set forth in these By-Laws.

In the event the Corporation calls a special mgetifrstockholders for the purpose of electing Dimes, nominations of persons for electior
the Board of Directors may be made by or at thedtiion of the Board of Directors or by any stocklevlof the Corporation who was a
stockholder of record at the record date for tivingi of notice of such meeting, who was a stockeolaf record on the record date establis
for the giving of notice of such meeting, who idiged to vote at the meeting and who complies il notice procedures set forth in these
By-Laws.

For nominations or other business to be propedydint by a stockholder, the stockholder must hawengtimely advance notice in writing to
the Secretary of the Corporation. To be timelytogkholder's notice shall be delivered to, or nthéed received at, the principal executive
offices of the Corporation (i) with respect to amaal meeting of the

-2



stockholders of the Corporation, not later thandlese of business on the 120th day prior to e éinniversary of the date of the
Corporation's proxy statement for the preceding'gemnual meeting; provided, however, that wigpezt to the annual meeting of
stockholders to be held in 2000 or in the evert e date of the annual meeting is more than $8 dafore or more than 60 days after such
anniversary date, notice by the stockholder tarhely must be so delivered not later than the clifdeusiness on the later of the 120th day
prior to the date of such proxy statement or thia iy following the day on which public announceinef the date of such meeting is first
made by the Corporation; and (ii) with respect gpacial meeting of stockholders of the Corporatarthe election of Directors, not later
than the close of business on the 10th day follgwlre day on which notice of the date of the spen&eting was mailed to stockholders of
the Corporation as provided in Article 1,

Section 3 hereof or public disclosure of the dditthe special meeting was made, whichever firsuoecAny such notice to be given by a
stockholder shall set forth: (a) as to each pevgloom the stockholder proposes to nominate for ielects a Director, all information relating
to such person that is required to be disclosesblicitations of proxies for election of Directansan election contest, or is otherwise requi

in each case pursuant to Regulation 14A under ¢carBies Exchange Act of 1934 and Rule 14a-1letheder (including such person's
written consent to being named in the proxy statdéras a nominee and to serving as a Director dtetd; (b) as to any other business tha
stockholder proposes to bring before the meetirigied description of such business, the reasonsdnducting such business at the meeting
and any material interest in such business of stmtkholder and the beneficial owner, if any, orogdbehalf the proposal is made; and (
to the stockholder giving the notice and the bamafowner, if any, on
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whose behalf the nomination or proposal is mad¢hé name and address of such stockholder, asathygsar on the Corporation's books, and
of such beneficial owner and (i) the class and beinof shares of the Corporation which are ownetfieially and of record by such
stockholder and such beneficial owner.

Only such persons who are nominated in accordaitbetre procedures set forth in these By-Laws dhalkligible to serve as Directors and
only such business shall be conducted at a meetitige stockholders as shall have been broughtrédiie meeting in accordance with these
By-Laws. Except as otherwise provided by law, tleetificate of Incorporation or these By-Laws, thiea@man of the meeting shall have the
power and duty to determine whether a nominatioangrbusiness proposed to be brought before thé&mgegas made or proposed, as the
case may be, in accordance with the procedurdersietherein and, if any proposed nomination orithess is not in compliance with
procedures set forth herein, to declare that seféctive proposal or nomination shall be disregdrde

Nothing herein shall be deemed to limit or restitie procedures required to be followed in conoectiith stockholder proposals to
brought before a meeting of stockholders pursuaRdgulation 14A under the Securities Exchangeof934 and Rule 14a-8 thereunder.

SECTION 4. Notice of Meetings. Except as othervpsavided in these By-Laws or by law, a written netdf each meeting of the
stockholders shall be given not less than ten iib@more than sixty (60) days before the date efntieeting to each stockholder of the
Corporation entitled to vote at such meeting abhiker address as it appears on the records of
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the Corporation. The notice shall state the plda&e and hour of the meeting and, in the casesptaial meeting, the purpose or purposes for
which the meeting is called. If mailed, such nosball be deemed to be given when deposited ittieed States mail, postage prepaid,
directed to a stockholder at his or her addressagmpears on the records of the Corporation.

SECTION 5. Quorum. At any meeting of the stockhddéhe holders of a majority of the voting powérl outstanding shares of stock of
the Corporation entitled to vote at such meetimgsent in person or represented by proxy, shaBtiate a quorum of the stockholders for all
purposes, unless the representation of a largebeuof shares shall be required by law, by theifete of Incorporation or by these By-
Laws, in which case the representation of the nurabshares so required shall constitute a quopmovided that at any meeting of the
stockholders at which the holders of any classarflsof the Corporation shall be entitled to vatparately as a class, the holders of a
majority of the voting power of all outstanding sésof such class, present in person or represégtpdoxy, shall constitute a quorum for
purposes of such class vote unless the represamtita larger number of shares of such class bealkquired by law, by the Certificate of
Incorporation or by these By-Laws.

SECTION 6. Adjourned Meetings. Whether or not arquoshall be present in person or representedyatnaeting of the stockholders, the
holders of a majority of the voting power of alltstanding shares of stock of the Corporation preisgperson or represented by proxy and
entitled to vote at such meeting may adjourn frametto time; provided, however, that if the holdefsany class of stock of the Corporation
are entitled to vote separately as a
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class upon any matter at such meeting, any adjecemhof the meeting in respect of action by suckslgpon such matter shall be determined
by the holders of a majority of the voting poweratifoutstanding shares of such class presentrsopeor represented by proxy and entitle
vote at such meeting. When a meeting is adjourneshdther time or place, notice need not be gifeheoadjourned meeting if the time and
place thereof are announced at the meeting at vihechdjournment is taken. At the adjourned medtiegstockholders, or the holder of any
class of stock entitled to vote separately as ssclas the case may be, may transact any busihéss might have been transacted by them at
the original meeting. If the adjournment is for mdhan thirty days, or if after the adjournmenesvirecord date is fixed for the adjourned
meeting, a notice of the adjourned meeting shadiben to each stockholder of record entitled ttevat the adjourned meeting.

SECTION 7. Organization. The Chairman of the Boardjn his absence, the Chief Executive Officey,mtheir absence, the President, or,
in the absence of the Chairman of the Board, thef@&xecutive Officer and the President, the VideiEman, the Chief Operating Officer, or
a Vice President shall call all meetings of thekhwmlders to order, and shall act as Chairman df saeetings. In the absence of the Chair
of the Board, the Chief Executive Officer, the Rdest, the Vice Chairman, the Chief Operating Gffiand all of the Vice Presidents, the
holders of a majority in number of the shares o€ktof the Corporation present in person or reprieskby proxy and entitled to vote at such
meeting shall elect a Chairman.

The Secretary of the Corporation shall act as $mgref all meetings of the stockholders; but ia #bsence of the Secretary, the Chairman
may appoint any person to act as
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Secretary of the meeting. It shall be the dutyhef$ecretary to prepare and make, at least tenbediyse every meeting of stockholders, a
complete list of stockholders entitled to vote attsmeeting, arranged in alphabetical order and/stgpthe address of each stockholder and
the number of shares registered in the name of gtackholder. Such list shall be open, either glbae within the city where the meeting i
be held, which place shall be specified in theasotif the meeting or, if not so specified, at ttece where the meeting is to be held, for the
ten days next preceding the meeting, to the exaimmaf any stockholder, for any purpose germania¢éomeeting, during ordinary business
hours, and shall be produced and kept at the timdepace of the meeting during the whole time tbkeand subject to the inspection of any
stockholder who may be present.

SECTION 8. Voting. Except as otherwise providethia Certificate of Incorporation or by law, eachctholder shall be entitled to one vote
for each share of the capital stock of the Corpomategistered in the name of such stockholder tperbooks of the Corporation. Each
stockholder entitled to vote at a meeting of staittrs or to express consent or dissent to corp@etion in writing without a meeting may
authorize another person or persons to act fordmitrer by proxy, but no such proxy shall be votedaied upon after three years from its
date, unless the proxy provides for a longer pehtten directed by the presiding officer or upoa demand of any stockholder, the vote
upon any matter before a meeting of stockholdeai bk by ballot. Except as otherwise provideddy br by the Certificate of Incorporatic
(a) Directors shall be elected by a plurality of thotes cast at a meeting of stockholders by tihekkblders entitled to vote in the election,
(b) whenever
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any corporate action, other than the election eé®ors is to be taken, it shall be authorized byagority of the votes cast at a meeting of
stockholders by the stockholders entitled to vberdon.

Shares of the capital stock of the Corporation mgilag to the Corporation or to another corporatiba,majority of the shares entitled to vote
in the election of Directors of such other corpmmais held, directly or indirectly, by the Corpticen, shall neither be entitled to vote nor be
counted for quorum purposes.

SECTION 9. Inspectors of Election; Opening and @igshe Polls. When required by law or directedhwy presiding officer or upon the
demand of any stockholder entitled to vote, butatberwise, the polls shall be opened and clo$edptoxies and ballots shall be received
and taken in charge, and all questions touchingjtiadification of voters, the validity of proxieadithe acceptance or rejection of votes shall
be decided at any meeting of the stockholders leyasrmore Inspectors who may be appointed by trerdof Directors before the meeting,
or if not so appointed, shall be appointed by ttesiding officer at the meeting. If any person ppainted fails to appear or act, the vacancy
may be filled by appointment in like manner. Theaiman of the meeting may fix and announce at theting the date and time of the
opening and the closing of the polls for each mafpon which the stockholders will vote at a megtin

SECTION 10. No Stockholder Action by Written Coniseny action required or permitted to be takerthwy stockholders of the Corporation
must be effected at a duly called
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annual or special meeting of the stockholders, upennotice and in accordance with the other piowssof these By-Laws and may not be
effected by any consent in writing by the stockleadg unless such taking of any such corporateraetithout a meeting is by unanimous
written consent.

ARTICLE I
Board of Directors

SECTION 1. Number, Classification and Tenure. Toegrs of the Corporation shall be exercised bynoten the authority of, and the
business and affairs of the Corporation shall beagad under the direction of, the Board of Direst&ach Director shall be elected at the
annual meeting of the stockholders, and shall bifide for the full term for which such Director édected and until such Director's successor
shall have been duly elected and qualified or unigilearlier death or resignation or removal inoadance with the Certificate of Incorporat

or these By-Laws.

The number of Directors that shall constitute thwle Board of Directors shall be fixed by, and rhayincreased or decreased from time to
time by, the Board of Directors. Newly created Dtoeships resulting from any increase in the nunaféirectors and any vacancies on the
Board of Directors resulting from death, resignatidisqualification, removal or other cause shalfibed by the affirmative vote of a
majority of the remaining Directors then in offi@en though less than a quorum of the Board afdbirs. Any Director elected in
accordance with the preceding sentence shall Hétddor the remainder of the full term of
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the class of Directors in which the new Directopsivas created or the vacancy occurred and until Bil@ctor's successor shall have been
elected and qualified or until his earlier dea#signation or removal. No decrease in the numb®&irefctors constituting the Board of
Directors shall shorten the term of any incumbeiné®or.

SECTION 2. Qualifications. Directors need not b&dents of the State of Delaware or stockholdeth®{Corporation.

SECTION 3. Removal, Vacancies and Additional Dioest The stockholders may, at any special meetiagotice of which shall state that it
is called for that purpose, remove, with or withoatise, any Director and fill the vacancy; provitieat whenever any Director shall have
been elected by the holders of any class of stbteoCorporation voting separately as a class wthaeprovisions of the Certificate of
Incorporation, such Director may be removed andvdancy filled only by the holders of that clagstock voting separately as a class.
Vacancies caused by any such removal and not fijeithe stockholders at the meeting at which seamowval shall have been made, or any
vacancy caused by the death or resignation of argctr or for any other reason, and any newly teg®irectorship resulting from any
increase in the authorized number of Directors, tfilled by the affirmative vote of a majority tife Directors then in office, although less
than a quorum, and any Director so elected tafiil such vacancy or newly created Directorshipl $twddl office until his or her successor is
elected and qualified or until his or her earliesignation or removal.
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When one or more Directors shall resign effectiva future date, a majority of the Directors therffice, including those who have so
resigned, shall have power to fill such vacancyamancies, the vote thereon to take effect wheh segignation or resignations shall become
effective, and each Director so chosen shall hifldeoas herein provided in connection with thérfiy of other vacancies.

SECTION 4. Place of Meeting. The Board of Directoiay hold its meetings in such place or placekénState of Delaware or outside the
State of Delaware as the Board from time to tined| stetermine.

SECTION 5. Regular Meetings. Regular meetings efBbard of Directors shall be held at such timab@aces as the Board from time to
time by resolution shall determine. No notice shallrequired for any regular meeting of the BodrBiocectors; but a copy of every resoluti

fixing or changing the time or place of regular tirggs shall be mailed to every Director at least filays before the first meeting held in
pursuance thereof.

SECTION 6. Special Meetings. Special meetings efBbard of Directors shall be held whenever catiedlirection of the Chairman of the
Board, or, if the Chairman of the Board is unavdéaby the Vice Chairman acting jointly with theeBident. The person or persons
authorized to call special meetings of the BoarBioéctors may fix the place and time of the megin
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Notice of the day, hour and place of holding ofregpecial meeting shall be given by mailing the satleast two days before the meetin

by causing the same to be transmitted by facsir@legram or telephone at least one day beforentteting to each Director. Unless
otherwise indicated in the notice thereof, any alhusiness other than an amendment of these Bysloaay be transacted at any special
meeting, and an amendment of these By-Laws magtee apon if the notice of the meeting shall haatesl that the amendment of these By-
Laws is one of the purposes of the meeting. Atrmpgting at which every Director shall be presevgnehough without any notice, any
business may be transacted, including the amendofi¢mése By-Laws.

SECTION 7. Quorum. Subject to the provisions ofteac4 of this Article 1l, a majority of the memiseof the Board of Directors in office
(but, unless the Board shall consist solely of Birector, in no case less than one-third of theltotimber of Directors nor less than two
Directors) shall constitute a quorum for the traisa of business and the vote of the majorityhef Directors present at any meeting of the
Board of Directors at which a quorum is presentlsfethe act of the Board of Directors. If at angeting of the Board there is less than a
quorum present, a majority of those present maguaidjthe meeting from time to time.

SECTION 8. Organization. The Chairman of the Boardjn his absence, the President shall presid# ateetings of the Board of Directors.
In the absence of both the Chairman of the Boaddtlas President, a Chairman shall be elected franDirectors present. The Secretary of
the Corporation shall act as Secretary of all megstof the Directors;
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but in the absence of the Secretary, the Chairnanappoint any person to act as Secretary of thetinge

SECTION 9. Committees. The Board of Directors nigyresolution passed by a majority of the whole ®pdesignate one or more
committees, each committee to consist of one oembthe Directors of the Corporation. The Board/masignate one or more Directors as
alternate members of any committee, who may re@ageabsent or disqualified member at any meetirigeocommittee. In the absence or
disqualification of a member of a committee, thember or members thereof present at any meetingnandisqualified from voting, whether
or not such member or members constitute a quomam,unanimously appoint another member of the Bo&i@irectors to act at the meeti
in the place of any such absent or disqualified beEmAny such committee, to the extent provideddsplution passed by a majority of the
whole Board, shall have and may exercise all thvegps and authority of the Board of Directors in thenagement of the business and the
affairs of the Corporation, and may authorize tha sf the Corporation to be affixed to all papgtéch may require it; but no such commii
shall have the power or authority in referenceneading the Certificate of Incorporation, adoptimgagreement of merger or consolidation,
recommending to the stockholders the sale, leasgalrange of all or substantially all of the Cogimn's property and assets, recommending
to the stockholders a dissolution of the Corporatioa revocation of a dissolution, or amending¢hBy-Laws; and unless such resolution,
these By-laws, or the Certificate of Incorporatexpressly so provide, no such committee shall tla@gower or authority to declare a
dividend or to authorize the issuance of stock.
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A majority of any committee may determine its astand fix the time and place of its meetings, untbe Board shall otherwise provide.
Notice of such meetings shall be given to each negrabthe committee in the manner provided forhis #rticle Il of these B-Laws. The
Board shall have power at any time to fill vacasdig to change the membership of, or to dissohyesaich committee. Nothing herein shall
be deemed to prevent the Board from appointingommaore committees consisting in whole or in p&persons who are not Directors of the
Corporation; provided, however, that no such coraishall have or may exercise any authority oBbard.

Each Committee shall keep regular minutes of itetings and, on no less than a quarterly basisytrspoh minutes to the Board of Directc

SECTION 10. Conference Telephone Meetings. Unléssravise restricted by the Certificate of Incorgama or by these By-Laws, the
members of the Board of Directors or any committesignated by the Board, may participate in a mgedf the Board or such committee, as
the case may be, by means of conference telephaimitar communications equipment by means of Wizt persons participating in the
meeting can hear each other, and such participaliat constitute presence in person at such ngeetin

SECTION 11. Consent of Directors or Committee ialLof Meeting. Unless otherwise restricted by tleetiicate of Incorporation or by
these By-Laws, any action required or permittebedaken at any meeting of the Board Directorgf@ny committee thereof, may be taken
without a meeting if all members of the Board omeooittee, as the case may be,
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consent thereto in writing and the writing or wigs are filed with the minutes of proceedings efoard or committee, as the case may be.
ARTICLE 1l
Officers

SECTION 1. Officers. The officers of the Corporatishall be a Chairman of the Board, a Chief Exgeubfficer, a President, a Vice
Chairman, a Chief Operating Officer, a Chief Firniah©fficer, one or more Vice Presidents, and ar&acy, and such additional officers, if
any, as shall be elected by the Board of Diregtarsuant to the provisions of Section 10 of thitidd Ill. The Chairman of the Board, the
Chief Executive Officer, the President, the Viceatiman, the Chief Operating Officer, the Chief Fioial Officer, one or more Vice
Presidents and the Secretary shall be electedebBdhrd of Directors at its first meeting after raonual meeting of the stockholders. The
failure to hold such election shall not of its@frhinate the term of office of any officer. All @érs shall hold office at the pleasure of the
Board of Directors. Any officer may resign at ampe upon written notice to the Corporation. Offeenay, but need not, be Directors. Any
number of offices may be held by the same person.

All officers, agents and employees shall be sulifecemoval, with or without cause, at any timethyy Board of Directors. The removal of an
officer without cause shall be without prejudicéhts or her contract rights, if any. The electiorappointment of an officer shall not of itself
create contract rights. All agents and employeksrdahan officers elected by the Board
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of Directors shall also be subject to removal, wittwithout cause, at any time by the officers apjag them.

Any vacancy caused by the death, resignation oovairof any officer, or otherwise, may be filled the Board of Directors, and any officer
so elected shall hold office at the pleasure oBbard of Directors.

In addition to the powers and duties of the offécef the Corporation as set forth in these By-Latws,officers shall have such authority and
shall perform such duties as from time to time rhaydetermined by the Board of Directors.

SECTION 2. Powers and Duties of the Chairman oBbard. The Chairman of the Board shall presidalaheetings of the stockholders ¢
at all meetings of the Board of Directors and shalle such other powers and perform such otheesiag may from time to time be assigned
by these By-Laws or by the Board of Directors.

SECTION 3. Powers and Duties of the Chief Execuficer. The Chief Executive Officer shall be ttigief executive officer of the
Corporation, have general charge and control ahallCorporation's business and affairs and, sttgabe control of the Board of Directors,
shall have all powers and shall perform all duiesdent to the office of Chief Executive Officén.the absence of the Chairman of the Bc
the Chief Executive Officer shadreside at all meetings of the stockholders aradl abeetings of the Board of Directors. In addititimee Chier
Executive Officer shall have such other powers erdorm such other duties as may from time to th@eassigned by these By-Laws or by
the Board of Directors.
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SECTION 4. Powers and Duties of the President.Alesident shall, subject to the control of the BazrDirectors, have all powers and sl
perform all duties incident to the office of Premid In the absence of the Chairman of the Boaddtlae Chief Executive Officer, the
President shall preside at all meetings of thek$tolclers and at all meetings of the Board of DwextIn the absence of the Chief Executive
Officer, the President shall be the chief executifficer of the Corporation, have general charge @antrol of all the Corporation's business
and affairs and shall have such other powers arfdrpe such other duties as may from time to timebsigned by these By-Laws or by the
Board of Directors.

SECTION 5. Powers and Duties of the Vice ChairnTdre Vice Chairman shall have such powers and parfarch duties as may from time
to time be assigned by these ByLaws or by the @Gfairof the Board or the Board of Directors.

SECTION 6. Powers and Duties of the Chief Operaffficer. The Chief Operating Officer shall, sulijéz the control of the Board of
Directors, have all powers and shall perform atlekiincident to the office of Chief Operating @#t. In addition, the Chief Operating
Officer shall have such other powers and perforohsither duties as may from time to time be assidnethese By-Laws or by the Board of
Directors, the Chairman of the Board, the Chiefdtsive Officer or the President.

SECTION 7. Powers and Duties of the Chief FinanGitficer. The Chief Financial Officer shall, subjéc the control of the Board of
Directors, have all powers and shall perform
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all duties incident to the office of Chief Finarla@fficer. In addition, the Chief Financial Officehall have such other powers and perform
such other duties as may from time to time be assidy these By-Laws or by the Board of Directtrs,Chairman of the Board, the Chief
Executive Officer or the President.

SECTION 8. Powers and Duties of the Vice Presiddfdash Vice President shall have all powers and pheform all duties incident to the
office of Vice President and shall have such ofiavers and perform such other duties as may froma tb time be assigned by these By-
Laws or by the Board of Directors, the Chairmarnhef Board, the Chief Executive Officer or the Riest.

SECTION 9. Powers and Duties of the Secretary.Sdwetary shall keep the minutes of all meetingb@Board of Directors and the
minutes of all meetings of the stockholders in I®ptovided for that purpose. The Secretary shighdtto the giving or serving of all notices
of the Corporation; shall have custody of the coapmseal of the Corporation and shall affix theesao such documents and other papers as
the Board of Directors, the Chairman of the Bo#nd, Chief Executive Officer or the President shathorize and direct; shall have charge of
the stock certificate books, transfer books andkskedgers and such other books and papers asotrel Bf Directors, the Chairman of the
Board, the Chief Executive Officer or the Presidgmll direct, all of which shall at all reasonatiees be open to the examination of any
Director, upon application, at the office of ther@aration during business hours. The Secretary bhak all powers and shall perform all
duties incident
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to the office of Secretary and shall also have satbbr powers and shall perform such other duesay from time to time be assigned by
these By-Laws or by the Board of Directors, thei@han of the Board, the Chief Executive Officertioe President.

SECTION 10. Additional Officers. The Board of Diters may from time to time elect such other officéwrho may but need not be
Directors), including a Controller, Treasurer, Asant Treasurers, Assistant Secretaries and AssiStantrollers, as the Board may deem
advisable and such officers shall have such aughand shall perform such duties as may from timgnhe be assigned by the Board of
Directors, the Chairman of the Board, the Chiefdutiwe Officer or the President.

The Board of Directors may from time to time byalesion delegate to any Assistant Treasurer organt Treasurers any of the powers or
duties herein assigned to the Treasurer; and maijasly delegate to any Assistant Secretary or stasit Secretaries any of the powers or
duties herein assigned to the Secretary.

SECTION 11. Giving of Bond by Officers. All officerof the Corporation, if required to do so by tteaRl of Directors, shall furnish bonds
the Corporation for the faithful performance ofittduties, in such penalties and with such condgiand security as the Board shall require.

SECTION 12. Voting Upon Stocks. Unless otherwisgeoed by the Board of Directors, the Chairman efBlard, the Chief Executive
Officer, the President or any Vice
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President shall have full power and authority ohdtieof the Corporation to attend and to act anddie, or in the name of the Corporation to
execute proxies to vote, at any meeting of stoakérsl| of any corporation in which the Corporatioryrhald stock, and at any such meeting
shall possess and may exercise, in person or by pany and all rights, powers and privileges imcitito the ownership of such stock. The
Board of Directors may from time to time, by resan, confer like powers upon any other personesspns.

SECTION 13. Compensation of Officers. The officefshe Corporation shall be entitled to receivelrscompensation for their services as
shall from time to time be determined by the Boafr®irectors.

ARTICLE IV
Indemnification of Directors and Officers

Section 1. Nature of Indemnity. The Corporationlishdemnify any person who was or is a party ahieatened to be made a party to any
threatened, pending or completed action, suit ocgeding, whether civil, criminal, administrativeivestigative, by reason of the fact that
he or she is or was or has agreed to become at@imcofficer of the Corporation, or is or was\seg or has agreed to serve at the request of
the Corporation as a Director or officer of anotberporation, partnership, joint venture, trusbtiter enterprise, or by reason of any action
alleged to have been taken or omitted in such égpand may indemnify any person who was or iggypor is threatened to be made a p

to such an action, suit or
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proceeding by reason of the fact that he or sbe wgas or has agreed to become an employee or afhre Corporation, or is or was serving
or has agreed to serve at the request of the Caiiporas an employee or agent of another corporgb@rtnership, joint venture, trust or other
enterprise, against expenses (including attorriegs), judgments, fines and amounts paid in settféractually and reasonably incurred by
such person or on his or her behalf in connectith such action, suit or proceeding and any aphembfrom, if the person acted in good
faith and in a manner he or she reasonably belitvééd in or not opposed to the best intereste@forporation, and, with respect to any
criminal action or proceeding, had no reasonahlise#o believe his or her conduct was unlawfulgpkthat in the case of an action or sui
or in the right of the Corporation to procure aguotent in its favor (1) such indemnification shadllbmited to expenses (including attorneys'
fees) actually and reasonably incurred by suchopeirsthe defense or settlement of such actioruivy &nd (2) no indemnification shall be
made in respect of any claim, issue or matter aghioh such person shall have been adjudged t@mble lto the Corporation unless and only
to the extent that the Delaware Court of Chanceth® court in which such action or suit was brdwugtall determine upon application that,
despite the adjudication of liability but in viewall the circumstances of the case, such perstairlg and reasonably entitled to indemnity
for such expenses which the Delaware Court of Gévgnar such other court shall deem proper.

The termination of any action, suit or proceedigguzigment, order, settlement, conviction, or upgulea of nolo contendere or its
equivalent, shall not, of itself, create a presuampthat the person did not act in good faith and manner which he or she reasonably
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believed to be in or not opposed to the best isteref the Corporation, and, with respect to amyical action or proceeding, had reasonable
cause to believe that his or her conduct was uniawf

Section 2. Successful Defense. To the extent tRatesctor, officer, employee or agent of the Cogitm has been successful on the merits or
otherwise in defense of any action, suit or progegdeferred to in Section 1 of this Article 1V brdefense of any claim, issue or matter
therein, he or she shall be indemnified againsergps (including attorneys' fees) actually andorasly incurred by him or her in connect
therewith.

Section 3. Determination that Indemnification ig&r. Any indemnification of a Director or officef the Corporation under Section 1 of this
Article IV (unless ordered by a court) shall be még the Corporation unless a determination is ntlaateindemnification of the Director or
officer is not proper in the circumstances becdieser she has not met the applicable standardrafusx set forth in Section 1. Any
indemnification of an employee or agent of the @oation under Section 1 (unless ordered by a couat) be made by the Corporation upon
a determination that indemnification of the empkye agent is proper in the circumstances becaeise she has met the applicable standard
of conduct set forth in Section 1. Any such deteation shall be made (1) by the Board of Directyrs majority vote of a quorum consist

of Directors who were not parties to such actiait, ar proceeding, or (2) if such a quorum is niotainable, or, even if obtainable a quorum
of disinterested Directors so directs, by indepantiEgal counsel in a written opinion, or (3) b titockholders.
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Section 4. Advance Payment of Expenses. UnlesBdhed of Directors otherwise determines in a spec#se, expenses incurred by a
Director or officer in defending a civil or crimihaction, suit or proceeding shall be paid by tleeg@ration in advance of the final disposition
of such action, suit or proceeding upon recei@rofindertaking by or on behalf of the Director fiicer to repay such amount if it shall
ultimately be determined that he or she is notledtio be indemnified by the Corporation as autteat in this Article IV. Such expenses
incurred by other employees and agents may beidaipan such terms and conditions, if any, as tbar of Directors deems appropriate.
The Board of Directors may authorize the Corporasitegal counsel to represent such Director, @ffiemployee or agent in any action, suit
or proceeding, whether or not the Corporationpsudy to such action, suit or proceeding.

Section 5. Survival; Preservation of Other Rigfitse foregoing indemnification provisions shall leethed to be a contract between the
Corporation and each Director, officer, employed agent who serves in any such capacity at anywihike these provisions as well as the
relevant provisions of the Delaware General CoranaLaw are in effect and any repeal or modificatthereof shall not affect any right or
obligation then existing with respect to any stftéacts then or previously existing or any actisuit, or proceeding previously or thereafter
brought or threatened based in whole or in parhugy such state of facts. Such a contract riglyt med be modified retroactively without t
consent of such Director, officer, employee or agen

The indemnification provided by this Article IV dhaot be deemed exclusive of any other rights hiclv a person indemnified may be
entitled under any by-law, agreement, vote of
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stockholders or disinterested Directors or othezwiimth as to action in his or her official cappeihd as to action in another capacity while
holding such office, and shall continue as to apemwho has ceased to be a Director, officer, epegl@r agent and shall inure to the benefit
of the heirs, executors and administrators of supbrson. The Corporation may enter into an agreewi¢h any of its Directors, officers,
employees or agents providing for indemnificatiod advancement of expenses, including attorneys feat may change, enhance, qualify
or limit any right to indemnification or advancemef expenses created by this Article IV.

Section 6. Severability. If this Article 1V or apprtion hereof shall be invalidated on any grougpciby court of competent jurisdiction, then
the Corporation shall nevertheless indemnify eaithdior or officer and may indemnify each emploge@gent of the Corporation as to
costs, charges and expenses (including attorness),fjudgment, fines and amounts paid in settlemith respect to any action, suit or
proceeding, whether civil, criminal, administratieinvestigative, including an action by or in tiight of the Corporation, to the fullest
extent permitted by any applicable portion of thiicle IV that shall not have been invalidated aadhe fullest extent permitted by
applicable law.

Section 7. Subrogation. In the event of paymermaémnification to a person described in Sectiaf this Article 1V, the Corporation shall
be subrogated to the extent of such payment taighyof recovery such person may have and suctopeas a condition of receiving
indemnification from the Corporation, shall execaltiedocuments and do all things that the Corporathay deem necessary or desirable to
perfect such right of recovery,
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including the execution of such documents necedsaeyable the Corporation effectively to enforog auch recovery.

Section 8. No Duplication of Payments. The Corporashall not be liable under this Article IV to keaany payment in connection with any
claim made against a person described in SectadrtHis Article 1V to the extent such person hasentvise received payment (under any
insurance policy, by-law or otherwise) of the antsutherwise payable as indemnity hereunder.

ARTICLE V
Stock-Seal-Fiscal Year

SECTION 1. Certificates For Shares of Stock. Théifaates for shares of stock of the Corporatibalsbe in such form, not inconsistent
with the Certificate of Incorporation, as shalldgproved by the Board of Directors. All certificahall be signed by the Chairman of the
Board, the Chief Executive Officer, the Presidéimt, Vice Chairman, the Chief Operating Officer dfiee President and by the Secretary or
an Assistant Secretary or the Treasurer or an fasgi$reasurer, and shall not be valid unlessgesi.

In case any officer or officers who shall have sigiany such certificate or certificates shall caadee such officer or officers of the
Corporation, whether because of death, resignatia@therwise, before such certificate or certisashall have been delivered by the
Corporation, such certificate or certificates mayertheless be issued and delivered as though
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the person or persons who signed such certificaterificates had not ceased to be such officafiicers of the Corporation.

All certificates for shares of stock shall be cangiaely numbered as the same are issued. The nhthe person owning the shares
represented thereby with the number of such slaaréshe date of issue thereof shall be entereti@bdoks of the Corporation.

Except as hereinafter provided, all certificatesesudered to the Corporation for transfer shaltéeceled, and no new certificates shall be
issued until former certificates for the same nundfeshares have been surrendered and canceled.

SECTION 2. Lost, Stolen or Destroyed Certificad®henever a person owning a certificate for shafasoak of the Corporation alleges that
it has been lost, stolen or destroyed, he or shkfilk in the office of the Corporation an affidasetting forth, to the best of his or her
knowledge and belief, the time, place and circunsta of the loss, theft or destruction, and, iiirezf by the Board of Directors, a bond of
indemnity or other indemnification sufficient ingttopinion of the Board of Directors to indemnifgtBorporation and its agents against any
claim that may be made against it or them on adcoiuthe alleged loss, theft or destruction of angh certificate or the issuance of a new
certificate in replacement therefor. ThereuponQGleporation may cause to be issued to such persewaertificate in replacement for the
certificate alleged to have been lost, stolen strdged. Upon the stub of every new certificatéssaed shall be noted the fact of such issue
and the number, date and the name of the registevadr of the lost, stolen or destroyed certifidatkeu of which the new certificate is
issued.
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SECTION 3. Transfer of Shares. Shares of stock@fQorporation shall be transferred on the bookkefCorporation by the holder thereof,
in person or by his or her attorney duly authorigedriting, upon surrender and cancellation otifieates for the number of shares of stock
to be transferred, except as provided in SectiofitBis Article IV.

SECTION 4. Regulations. The Board of Directors shave power and authority to make such rules agdlations as it may deem expedient
concerning the issue, transfer and registratioredificates for shares of stock of the Corporation

SECTION 5. Record Date. In order that the Corporathay determine the stockholders entitled to eaticor to vote at any meeting of
stockholders or any adjournment thereof, or to espiconsent to corporate action in writing witheateeting or to receive payment of any
dividend or other distribution or allotment of arights, or to exercise any rights in respect of eimgnge, conversion or exchange of stock or
for the purpose of any other lawful action, asadhse may be, the Board of Directors may fix, insambe, a record date, which shall not be (i)
more than sixty (60) nor less than ten (10) daysrbehe date of such meeting, or (ii) in the calseorporate action to be taken by consent in
writing without a meeting, prior to, or more thamt(10) days after, the date upon which the reisoldixing the record date is adopted by the
Board of Directors, or (iii) more than sixty (603 prior to any other action.

If no record date is fixed, the record date foredatining stockholders entitled to notice of or tievat a meeting of stockholders shall be a
close of business on the day next preceding thedayhich notice is given or, if notice is waived the close of business on the
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day next preceding the day on which the meetigeid; the record date for determining stockhol@gntitled to express consent to corporate
action in writing without a meeting, when no pramtion by the Board of Directors is necessary,l sfeathe day on which the first written
consent is delivered to the Corporation; and tkeng date for determining stockholders for any othepose shall be at the close of business
on the day on which the Board of Directors adopésresolution relating thereto. A determinatiorstofckholders of record entitled to notice

of or to vote at a meeting of stockholders shatlapo any adjournment of the meeting; providedybweer, that the Board of Directors may

fix a new record date for the adjourned meeting.

SECTION 6. Dividends. Subject to the provisionsha Certificate of Incorporation, the Board of Riters shall have power to declare and
pay dividends upon shares of stock of the Corpamatiut only out of funds available for the paymeindividends as provided by law.

Subject to the provisions of the Certificate ofdroration, any dividends declared upon the std¢ke Corporation shall be payable on such
date or dates as the Board of Directors shall dete. If the date fixed for the payment of any demd shall in any year fall upon a legal
holiday, then the dividend payable on such daté bhgaid on the next day not a legal holiday.

SECTION 7. Corporate Seal. The Board of DirectbiIgprovide a suitable seal, containing the naftb@ Corporation, which seal shall be
kept in the custody of the Secretary. A duplicdtthe seal may be kept and be used by any offitdreoCorporation designated by the Board
of Directors, the Chairman of the Board, the Clirécutive Officer or the President.
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SECTION 8. Fiscal Year. The fiscal year of the @ogpion shall be such fiscal year as the BoardicgdDors from time to time by resolution
shall determine.

ARTICLE VI
Miscellaneous Provisions.

SECTION 1. Checks, Notes, Etc. All checks, drdiths of exchange, acceptances, notes or othegatidins or orders for the payment of
money shall be signed and, if so required by therBof Directors, countersigned by such officerthef Corporation and/or other persons as
the Board of Directors from time to time shall dgsite.

Checks, drafts, bills of exchange, acceptancessnobligations and orders for the payment of managle payable to the Corporation ma
endorsed for deposit to the credit of the Corporatiith a duly authorized depository by the Treasand/or such other officers or persons as
the Board of Directors from time to time may design

SECTION 2. Loans. No loans and no renewals of aagd shall be contracted on behalf of the Corpmratikcept as authorized by the Board
of Directors. When authorized to do so, any officeagent of the Corporation may effect loans ahdaaces for the Corporation from any
bank, trust company or other institution or frony &ibm, corporation or individual, and for such fmand advances may make, execute and
deliver promissory notes, bonds or other evideé@sdebtedness of the Corporation. When authorszetb do, any officer or agent of the
Corporation may pledge, hypothecate or transfeseasrity for the payment of any
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and all loans, advances, indebtedness and ligiilitf the Corporation, any and all stocks, seesr#ind other personal property at any time
held by the Corporation, and to that end may erj@ssign and deliver the same. Such authoritybmeageneral or confined to specific
instances.

SECTION 3. Contracts. Except as otherwise providdatiese By-Laws or by law or as otherwise diredtgdhe Board of Directors, the
Chairman of the Board, the Chief Executive Officbe President, the Vice Chairman, the Chief Oprgadfficer or any Vice President shall
be authorized to execute and deliver, in the namdeoa behalf of the Corporation, all agreementsgispcontracts, deeds, mortgages, and
other instruments, either for the Corporation's @eoount or in a fiduciary or other capacity, amel seal of the Corporation, if appropriate,
shall be affixed thereto by any of such officershm Secretary or an Assistant Secretary. The Bofaidrectors, the Chairman of the Board,
the Chief Executive Officer, the President, theev@hairman, the Chief Operating Officer or any Wresident designated by the Board of
Directors may authorize any other officer, emplogeagent to execute and deliver, in the name anoedalf of the Corporation, agreements,
bonds, contracts, deeds, mortgages, and otheumnsiits, either for the Corporation's own accouri @r fiduciary or other capacity, and, if
appropriate, to affix the seal of the Corporatibereto. The grant of such authority by the Boardror such officer may be general or
confined to specific instances.

SECTION 4. Waivers of Notice. Whenever any notidetever is required to be given by law, by the iieste of Incorporation or by these
By-Laws to any person or persons,
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a waiver thereof in writing, signed by the persopersons entitled to the notice, whether beforaftar the time stated therein, shall be
deemed equivalent thereto.

SECTION 5. Offices Outside of Delaware. Except thiewise required by the laws of the State of Delaythe Corporation may have an
office or offices and keep its books, documents @aquers outside of the State of Delaware at suatepdr places as from time to time may be
determined by the Board of Directors, the Chairroftihe Board, the Chief Executive Officer or the$ident.

ARTICLE VI
Amendments

These By-Laws and any amendment thereof may beed]tamended or repealed, or new By-Laws may bptadpby the Board of Directors
at any regular or special meeting by the affirmatrete of a majority of all of the members of th@aBd, provided in the case of any special
meeting at which all of the members of the Boardrat present, that the notice of such meetind bhak stated that the amendment of these
By-Laws was one of the purposes of the meeting;dxgept as otherwise provided in the Certificdtenoorporation, these By-Laws and any
amendment thereof may be altered, amended or expeahew By-Laws may be adopted by the holdeesrogjority of the voting power of

all outstanding stock of the Corporation, presarmiérson or by proxy and entitled to vote at anyuah meeting or at any
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special meeting, provided, in the case of any spatéeting, that notice of such proposed alteragomendment, repeal or adoption is
included in the notice of the meeting.
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[LOGO]

NUMBER SHARES

CLASS A COMMON STOCK
eSPEED, INC. CUSIP 296643 10 9

INCORPORATED UNDER THE LAWS OF THE STATE OF DELAWAR E
SEE REVERSE FOR
CERTAIN DEFINITIONS

THIS
CERTIFIES
that

is the owner of

FULLY PAID AND NON-ASSESSABLE SHARES, OF THE PAR VALUE OF $.01 PER SHARE, OF THE CLASS A COMMON
STOCK OF

eSPEED, INC.

transferable on the books of the Corporation byhiblder thereof, in person or by duly authorizedraey upon surrender of this Certificate
properly endorsed. This Certificate and the shespresented hereby are issued under and shalldsutgect to all the provisions of the
Certificate of Incorporation of the Corporation ahé By-laws as now or hereafter amended.

This Certificate is not valid unless countersighgdhe Transfer Agent and registered by the Registitness the seal of the Corporation
the facsimile signatures of its duly authorizedaeffs.

Dated:

[CORPORATE SEAL OF eSPEED, INC.]

SECRETARY CHAIRMA N AND CHIEF EXECUTIVE OFFICER

COUNTERSIGNED AND REGISTERED:

AMERICAN STOCK TRANSFER & TRUST COMPANY
(NEW YORK, N.Y.)

TRANSFER AGENT

AND REGISTRAR,

BY

AUTHORIZED SIGNATURE



eSPEED, INC.

The following abbreviations, when used in the iig@n on the face of this certificate, shall bexstiued as though they were written out in
full according to applicable laws or regulations:

TEN COM -- as tenants in common
TEN ENT -- as tenants by the entireties

JT TEN -- as joint tenants with right of
survivorship and not as tenants
in common

UNIF GIFT MIN ACT -- Custodian

(Cust) (Minor)

under Uniform Gifts to Minors Act

(State)
Additional abbreviations may also be used thoughimthe above list.

For value received,
hereby sell, assign and transfer unto

PLEASE INSERT SOCIAL SECURITY OR OTHER
IDENTIFYING NUMBER OF ASSIGNEE

Please print or typewrite name, address and rekttip of Assignee and number of shares

shares

represented by the within Certificate and, if sauehber of shares shall not be all the shares repted by the within Certificate, that a new
Class A Common Stock Certificate for the sharednamisferred be registered in the name of the wigleed, and

is hereby irrevocably constituted and appointedtéarney to transfer such shares as aforesaid @hdloks of the Corporation, with full
power of substitution in the premises.

DATED

NOTICE: The signature to this assignment must epwad with the name as written upon the face oCibeificate, in every particula
without alteration or enlargement, or any changatesmer.

Signature(s) Guaranteed:

THE SIGNATURE(S) MUST BE GUARANTEED BY AN ELIGIBLESUARANTOR INSTITUTION (BANKS, STOCKBROKERS,
SAVINGS AND LOAN ASSOCIATIONS AND CREDIT UNIONS WIH MEMBERSHIP IN AN APPROVED SIGNATURE
GUARANTEE MEDALLION PROGRAM), PURSUANT TO S.E.C. RIE

17Ad-15.

KEEP THIS CERTIFICATE IN A SAFE PLACE. IF IT IS LOS STOLEN, MUTILATED OR DESTROYED, THE CORPORATIOWILL
REQUIRE A BOND OF INDEMNITY AS A CONDITION TO THESSUANCE OF A REPLACEMENT CERTIFICATE



EXHIBIT 21
SUBSIDIARIES
eSpeed Securities, Inc.
eSpeed Government Securities, Inc.
eSpeed Securities International Limited

eSpeed Markets, In



EXHIBIT 23.3

CONSENT TO BE NAMED AS A DIRECTOR
OF
eSPEED, INC.

The undersigned hereby consents to be named ascéodiof eSpeed, Inc. (the "Company") in the Regfion Statement on Form S-1
(Registration No. 333-87475) and all amendmentsetbefiled by the Company with the Securities &xd¢hange Commission.

/'SI R CHARD C. BREEDEN



EXHIBIT 23.4

CONSENT TO BE NAMED AS A DIRECTOR
OF
eSPEED, INC.

The undersigned hereby consents to be named ascéodiof eSpeed, Inc. (the "Company") in the Regfion Statement on Form S-1
(Registration No. 333-87475) and all amendmentsetbefiled by the Company with the Securities &xd¢hange Commission.

/sl Larry R Carter



EXHIBIT 23.5

CONSENT TO BE NAMED AS A DIRECTOR
OF
eSPEED, INC.

The undersigned hereby consents to be named ascéodiof eSpeed, Inc. (the "Company") in the Regfion Statement on Form S-1
(Registration No. 333-87475) and all amendmentsetbefiled by the Company with the Securities &xd¢hange Commission.

/'SI DOUGLAS B. GARDNER



EXHIBIT 23.6

CONSENT TO BE NAMED AS A DIRECTOR
OF
eSPEED, INC.

The undersigned hereby consents to be named ascéodiof eSpeed, Inc. (the "Company") in the Regfion Statement on Form S-1
(Registration No. 333-87475) and all amendmentsetbefiled by the Company with the Securities &xd¢hange Commission.

/'SI' FREDERI CK T. VARACCHI



ARTICLE 5
MULTIPLIER: 100C

PERIOD TYPE YEAR
FISCAL YEAR END DEC 31 199
PERIOD START MAR 10 199¢
PERIOD END SEP 24 199
CASH 200,00(
SECURITIES 0
RECEIVABLES 0
ALLOWANCES 0
INVENTORY 0
CURRENT ASSET¢ 1,646,86!
PP&E 10,973,12
DEPRECIATION (2,021,726
TOTAL ASSETS 10,798,26.
CURRENT LIABILITIES 11,756,80
BONDS 0
PREFERRED MANDATORY 0
PREFERREL 0
COMMON 440,00(
OTHER SE 1,398,54.
TOTAL LIABILITY AND EQUITY 10,798,26.
SALES 24,139,46
TOTAL REVENUES 24,139,46
CGS 0
TOTAL COSTS 0
OTHER EXPENSE! 30,925,11
LOSS PROVISION 0
INTEREST EXPENSE 0
INCOME PRETAX (6,785,648
INCOME TAX (171,807
INCOME CONTINUING (6,613,841
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME (6,613,841
EPS BASIC 0.00(
EPS DILUTED 0.00(¢
End of Filing
pewerad 5y EDCAR -
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