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Part I-FINANCIAL INFORMATION

ITEM 1. Financial Statements (See Note A): Page

Consolidated Statements of Financial Condition - 1
March 31, 2001 (unaudited) and December 31, 2000

Consolidated Statements of Operations (unaudited) - Three Months 2
Ended March 31, 2001 and March 31, 2000
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and Results of Operations
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ITEM 1. Legal Proceedings 17
ITEM 2. Changes in Securities and Use of Proceeds 17
Note A:

The Company has received comments from the StdffeoSecurities and Exchange Commission on the @oyp Annual Report on Form
10-K for the year ended December 31, 2000. Thecgahissue currently being discussed involvespitesentation of revenues relating to the
Company's fully electronic transactions. The Comypatognizes all of the revenues from fully elestearansactions and reflects the
fulfillment services fees it pays to Cantor or Te&park as an expense. The Staff has sought moreniaion in connection with the
Company's presentation and is inquiring whetherabse of the involvement of Cantor and TradeSpatké Company's fully electronic
transactions, these transactions are with reladetieg and such revenues would more appropriagehetiected net of fulfillment services fe

The Company believes that it has presented thesaues appropriately in accordance with generaibgpted accounting principles.

If the Company were to reflect its fully electroiiansactions on a net basis, the effect wouldlsiminate the presentation of fulfillment
services fees as an expense and to reduce the @gpavenues by an equal amount. This change wiawd no effect on the Company's
loss, net income, earnings per share or cash flomeny prior or future perioc



eSpeed, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF FINANCIAL CONDITION
As of March 31, 2001 and December 31, 2000

Assets

March 31, 2001

December 31,

(unaudited) 2000
CaSh i s $ 1,390,332 $ 161,463
Reverse repurchase agreements with related parties ... 160,495,777 122,002,249
Total cash and cash equivalents ............ . . 161,886,109 122,163,712
Fixed assets, Net ......ccocccevvvvvvevvccieeeees e, 26,748,308 23,441,365
INVESIMENTS wovvviiiiiiiiiiiiieee s 5,776,322 5,833,679
Other @ssets .....ccccccvviieiiiiiiiieciiceeees e 3,898,375 3,683,507

Total assets .....cccccvveeeeeeviniinnnns

............... $ 198,309,114

$ 155,122,263

Liabilities and Stockholders' Equity

Liabilities:
Payable to related parties, net .......cccceeeeeee. L $ 7,367,647 $ 11,370,248
Accounts payable and accrued liabilities .......... 12,907,051 11,494,262

Total liabilities .......ccccoovevveeee. 20,274,698 22,864,510
Stockholders' Equity:
Preferred stock, par value $.01 per share; 50,000,0 00
shares authorized, 8,000,000 shares issued and outs tanding ....... 80,000 80,000
Class A common stock, par value $.01 per share; 200 ,000,000 shares
authorized; 23,946,063 and 16,342,202 shares issued and
outstanding ....ccccvvviiiiii e, 239,461 163,422
Class B common stock, par value $.01 per share; 100 ,000,000 shares
authorized; 30,468,163 and 35,520,480 shares issued and
outstanding ....ccccvvviiiiii e e, 304,682 355,205
Additional paid-in capital . e e, 254,168,811 205,908,024
Subscription receivable ...........cccoceeeee. (1,250,000)  (1,250,000)
Unamortized expense of restricted stock awards..... . (217,177)

Accumulated defiCit .........cccoveeviinieiinins
Total stockholders' equity ...................

Total liabilities and stockholders' equity ...

See notes to consolidated financial statements

............... (75,291,361)

(72,998,898)

............... 178,034,416

132,257,753

............... $ 198,309,114

$ 155,122,263




eSpeed, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF OPERATIONS
For the three months ended March 31, 2001 and MzkcR000

(unaudited)

For the three For the three
months ended months ended
March 31, 2001 March 31, 2000

Revenues:
Transaction revenues:

Fully electronic transactions ..................

............. $ 32,502,656 $ 14,502,288

Voice-assisted brokerage transactions with relat ed parties .. 5,363,462 3,861,240
Screen assisted open outcry transactions with re lated parties 100,658 882,868
Total transaction revenues ........ccccceevceeeeees e, 37,966,776 19,246,396
System services fees from related parties ......... . ... 2,959,851 3,161,057
Interest income from related parties .............. 1,741,149 1,842,774
Licensing fees ....occovvevviiiieiiiiieceeeeee e, 448,420 -
Total revenues ......cccccovvcvveeviceeeeneeeee i, 43,116,196 24,250,227
Expenses:
Compensation and employee benefits ................ 15,848,598 11,337,786
Occupancy and equipment .........cccceeeeeninnes 6,973,004 4,699,749
Professional and consulting fees .................. 3,700,409 2,459,088
Communications and client networks ................ 1,900,273 839,694
Marketing ......cccvvveeeeeeiieneeeee e 1,496,951 1,129,073
Fulfillment services fees paid to related parties . 11,228,622 5,075,801
Administrative fees paid to related parties ....... 1,950,637 1,604,151
Other ..o 2,210,166 1,938,301
Total EXPENSES. oo e, 45,308,660 29,083,643
Loss before provision for income taxes ............ L. (2,192,464) (4,833,416)
Provision for income taxes:
Federal ..o, - --
State and local ......c.coovvvveivciiiciieeee 99,999 92,500
Total tax provision .......cccceceeevvvceeeeneeee . 99,999 92,500

NEtI0SS ...vvvviiiiiiiieieeee e

Share and per share data:

............. $(2,292,463) $ (4,925,916)

Basic and diluted net loss per share ............. L. $ (.04) $ (.10)
Weighted average shares of common stock outstanding ... 52,414,049 51,000,000

See notes to consolidated financial statements



eSpeed, Inc. and Subsidiaries
CONSOLIDATED STATEMENTS OF CASH FLOWS
For the three months ended March 31, 2001 and Mzi¢000

(unaudited)
For the three  For the three
months ended months ended
March 31, 2001 March 31, 2000
Cash flows from operating activities:
NELIOSS oviiiieiiii e e, $ (2,292,463) $ (4,925,916)
Non-cash items included in net loss:
Depreciation and amortization .................. ... 1,688,238 932,335
Equity in earnings of certain unconsolidated inv estments ... 57,357 --
Non-cash issuance of securities under employee
benefitplans .....cccccovvvicivcceeeees 223,502 -
(Increase) decrease in operating assets:
Other assets .....oocovvevvicieeieiees (214,868)  (1,693,131)
Increase (decrease) in operating liabilities:
Payable to related parties, net .............. ... (4,002,601) 162,920
Accounts payable and accrued liabilities ..... .. 1,412,789 4,254,204
Net cash used in operating activites.... ... (3,128,046) (1,269,588)
Cash flows from investing activities:
Purchases of fixed assets .......cccccvvvvvveeeeee. L (3,056,309) (3,462,263)
Capitalization of software development costs ...... ... (1,938,872) (1,574,143)
Net cash used in investing activites ..... ... (4,995,181) (5,036,406)
Cash flows from financing activities:
Proceeds from issuances of securities ............ ... 47,750,000 --
Proceeds from issuance of securities under the ESPP ... 181,611 -
Proceeds from exercises of options ................. L. 285,098 --
Payments for issuance related expenses ............ e (371,085) --
Net cash provided by financing activities.... ... 47,845,624 --
Net increase (decrease) in cash and cash equivalent S e 39,722,397 (6,305,994)
Cash and cash equivalents, beginning of period .... ... 122,163,712 134,845,522

Cash and cash equivalents, end of period ..........

See notes to consolidated financial statements

$ 161,886,109

$ 128,539,528




eSpeed, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)
1. Summary of Significant Accounting Policies

Basis of Presentation: eSpeed, Inc. (eSpeed @thegwith its direct and indirect wholly owned sigharies, the Company) is a majority
owned subsidiary of Cantor Fitzgerald SecuritieBSY; which in turn is a 99.5% owned subsidiary ahtr Fitzgerald, L.P. (CFLP, or
together with its subsidiaries, Cantor). eSpeeithamily engages in the business of operating ictéra vertical electronic marketplaces
designed to enable market participants to tradmfital and non-financial products more efficierasthd at a lower cost than traditional trading
environments permit. All significant intercompangiéinces and transactions have been eliminatechsptidation.

The Company's financial statements have been meéparaccordance with accounting principles geheealcepted in the United States of
America (GAAP) and reflect all normal recurring @stiments which are, in the opinion of managemestessary for a fair presentation of the
results for the interim periods presented. Purstatite rules and regulations of the SecuritiesExchange Commission (the SEC), certain
footnote disclosures, which are normally requirader GAAP, have been omitted. It is recommendetittiese consolidated financial
statements be read in conjunction with the audietsolidated financial statements included in tben@any's Annual Report on Form 10-K
for the year ended December 31, 2000. The Consetidatatement of Financial Condition at Decembe2BD0 was derived from audited
financial statements. The results of operationsforinterim period are not necessarily indicatfeesults for the full year.

Use of Estimates: The preparation of the consauifihancial statements in conformity with GAAP ué@gs management to make estimates
and assumptions that affect the reported amourtteeddssets and liabilities, revenues and expeasdshe disclosure of contingent assets
liabilities in the consolidated financial statensertflanagement believes that the estimates utiliz@deparing the consolidated financial
statements are reasonable and prudent. Estimgtéseib nature, are based on judgment and availafidemation. As such, actual results
could differ from the estimates included in thesasolidated financial statements.

Transaction Revenues: Securities transactionshenrktated transaction revenues are recorded e date basis.

System Services Fees: Pursuant to two servicesmagras, the Company recognizes system servicefrfeaselated parties in amounts
equal to its actual direct and indirect costs,udatg overhead, of providing such services atithe tvhen such services are performed. For
specific technology support functions that are hdtlized by the Company and provided to relatedips, the Company allocates the actual
costs of providing such support functions basetherrelative usage of such support services by padi.

Licensing Fees: Certain clients of the Company jpl®wnline access to their customers through usieeo€ompany's electronic trading
platform. The Company receives up-front and/orgaéid licensing and
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eSpeed, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)
maintenance fees for the use of its platform. Saek are deferred and recognized as revenue raiabithe term of the licensing agreement.

Cash and Cash Equivalents: The Company considdrighly liquid investments with original maturijates of 90 days or less at the date of
acquisition to be cash equivalents. Cash equivalemtsist of securities purchased under agreerntergsell (Reverse Repurchase
Agreements). It is the policy of the Company toadipossession of the collateral with a marketea&qual to or in excess of the principal
amount deposited. Collateral is valued daily amd@ompany may require counter-parties to deposlitiadal collateral or return amounts
deposited when appropriate.

Fixed Assets: Fixed assets, principally computer @mmunication equipment and software, are degtetiover their estimated economic
useful lives (generally three to five years) usimgaccelerated method. Internal and external diesis of application development and of

obtaining software for internal use are capitaliaad amortized over their estimated economic udiééubf three years on a straiglite basis
Leasehold improvements are amortized over theimastd economic useful lives, or the remainingde@sm, whichever is shorter.

Investments: The Company accounts for its investsi@rentities at historical cost when the Compdogs not have significant influence in
the investee. Investments in which the Company dags significant influence are accounted for usirggequity method. The Company d
not maintain trading inventory of marketable equiggurities.

Stock Based Compensation: Awards to employeestadrapto purchase the common stock of the Compasgecounted for under
Accounting Principles Board Opinion No. 25, "Accting for Stock Issued to Employees”, and relatéerpretations. No expense is
recognized for awards under noompensatory plans. The expense for awards undgpesatory plans is recognized ratably over thecs=
period with the unamortized portion reflected a®mponent of stockholders' equity. Options and avas granted to nonemployees are
accounted for under the Financial Accounting Statsl8oard's Statement of Financial Accounting Saatsl (SFAS) No. 123, "Accounting
for Stock-Based Compensation”, where the optionsasrants granted are recognized based on thedhie of the options or warrants at the
time of the grant.

New Accounting Pronouncements: In June 1998, tharif€ial Accounting Standards Board issued SFASINS, "Accounting for Derivativ:
Instruments and Hedging Activities," which estatdis accounting and reporting standards for devigatistruments, including certain
derivative instruments embedded in other contractd,for hedging activities. The statement, as amenis effective for fiscal years
beginning after June 15, 2000. On January 1, 20@lCompany adopted SFAS No. 133 and amendmergsaddption did not have a
material impact on the Company's financial statemen

Reclassifications: Certain reclassifications haserbmade to prior year balances in order to conforthe current period presentation.

-5



eSpeed, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)
2. Fixed Assets

Fixed assets consist of the following: March 31, 2001 December 31, 2000
Computer and communication equipment $ 22,982,252 $ 19,920,0 77
Software, including software development costs 14,152,400 12,038,9 30
Leasehold improvements and other fixed assets 590,809 4223 96

37,725,461 32,381,4 03
Less accumulated depreciation and amortization (10,977,153) (8,940,03 8)
Fixed assets, net $ 26,748,308 $23,441,3 65

3. Income Taxes

Since the date of the Company's initial public offg (the Offering), the Company has been subat¢ome tax as a corporation. Net
operating losses (NOLs) from that date, approxingg$i29,300,000, will be available on a carry fordvhasis to offset future operating
income of the Company. However, a valuation alloveahas been recorded at March 31, 2001 to offsguthamount of the NOLs as
realization of this deferred tax benefit is depeartdgon generating sufficient taxable income priothe expiration of the NOLs.

4. Related Party Transactions

During the three months ended March 31, 2001 aadhitee months ended December 31, 2000, all cEdmpany's Reverse Repurchase
Agreements were transacted on an overnight batfis@#HS. Under the terms of these agreements, theises collateralizing the Reverse
Repurchase Agreements are held under a custodaaiggament with a third party bank and are permiibeloe resold or repledged. The fair
value of such collateral at March 31, 2001 and Déasr 31, 2000 totaled $161,551,080 and $122,620ré6fectively.

Under a Joint Services Agreement between the Coyngaah Cantor and a Services Agreement betweendhg@ny and TradeSpark, the
Company owns and operates the electronic tradistgsyand is responsible for providing electronmkierage services, and Cantor or
TradeSpark provides voice-assisted brokerage svialfillment services, such as clearance aritesstnt, and related services, such as
credit risk management services, oversight of tieitability and regulatory compliance, sales posing of products and other services
customary to marketplace intermediary operatiamgieineral, for fully electronic transactions, then@pany earns 100% of the transaction
revenues and pays to Cantor or TradeSpark a f#ilt service fee equal to 35% (and 20% if the prbtutraded on the Cantor Exchange) of
the transaction revenues. In general, for voicésestbrokerage transactions, Cantor or TradeSgemhs 100% of the transaction revenues
and pays to the Company a service fee equal tofiiedransaction revenues, in the case of Caatat,35% of the transaction revenues, in
the case of TradeSpark.

-6-



eSpeed, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

Under those services agreements, the Company heecdbip provide Cantor and TradeSpark technologpat services, including systems
administration, internal network support, suppod arocurement for desktops of end-user equipnogrations and disaster recovery
services, voice and data communications, supportdamelopment of systems for clearance and settiesgvices, systems support for
brokers, electronic applications systems and nétsopport, and provision and/or implementationyéng electronic applications systems,
including improvements and upgrades thereto, anrdtithe related intellectual property rights, mavpotential application in a gaming
business. The Company charges Cantor and TradeBasctual direct and indirect costs, includingrnead, of providing such services and
receives payment on a monthly basis.

Under an Administrative Services Agreement, Captovides various administrative services to the gany, including accounting, tax, le:
and facilities management. The Company is requoadimburse Cantor for the cost of providing saelvices. The costs represent the direct
and indirect costs of providing such services aleddatermined based upon the time incurred byrttliwidual performing such services.
Management believes that this allocation methodolsgeasonable. The Administrative Services Agresinhas a three-year term which will
renew automatically for successive one-year tenmhasg cancelled upon six months' prior notice tiyegithe Company or Cantor.

5. Regulatory Capital Requirements

Through its subsidiary, eSpeed Government Secsyritie., the Company is subject to SEC broker-dealpulation under Section 15C of the
Securities Exchange Act of 1934, which requiresntiaéntenance of minimum liquid capital, as defindtiMarch 31, 2001, eSpeed
Government Securities, Inc.'s liquid capital of B2%,669 was in excess of minimum requirements38;¥1,669.

Additionally, the Company's subsidiary, eSpeed 8tes, Inc., is subject to SEC broker-dealer ragjoh under Rule 17a-5 of the Securities
Exchange Act of 1934, which requires the mainteaafaninimum net capital and requires that theorafiaggregate indebtedness to net
capital, both as defined, shall not exceed 15 #t March 31, 2001, eSpeed Securities, Inc. hadapital of $4,718,450, which was
$4,491,248 in excess of its required net capitad, @Speed Securities, Inc.'s net capital ratio.w2so 1.

6. Employee Share Transactions

The Employee Stock Purchase Plan (the ESPP) pesligisle employees to purchase shares of Classmnton stock at a discount. At the
end of each purchase period, as defined, accundypatgroll deductions are used to purchase sto8k%t of the lowest market price at
various defined dates during the offering periode Tompany issued 13,601 shares of Class A cominok at a price of $13.33 per share
under the ESPP during the three months ended MHrcRh001 with respect to amounts withheld in theatto quarter of 2000.

During the three months ended March 31, 2001, hragany issued 12,959 shares of its Class A commoohk $o employees as a result of
exercises of options with a strike price of $22eTptions had been granted pursuant to the eSpeed, 999 Long-Term Incentive Plan (the
LT Plan).

The Company issued 10,934 shares of restricteds@aommon stock valued at $220,247 to certain eygas under the LT Plan. The sh
vest over four years. For the three months endedtiM2il, 2001, the Company recognized $3,070 of emsgtion expense related to the
awards.

-7-



eSpeed, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

The Company issued 14,050 shares of its Class Armomstock valued at $220,432 as the Company's matcbntribution to the eSpeed
Inc. Deferral Plan for Employees of Cantor Fitzégra.P. and its Affiliates during the three mon#heded March 31, 2001 with respect to
employee contributions in 2000.

7. Segment and Geographic Data

Segment Information: The Company currently operasdsusiness in one segment, that of operatiregative electronic vertical
marketplaces for the trading of financial and nimaficial products, licensing software and providiechnology support services to Cantor
and other related parties.

Geographic Information: The Company operates infAimericas, Europe and Asia. Revenue attributiopfoposes of preparing geographic
data is principally based upon the marketplace wite financial product is traded, which, as altefuegulatory jurisdiction constraints in
most circumstances, is also representative ofabatibn of the client generating the transacticulténg in commissionable revenue. The
information that follows, in management's judgm@nbvides a reasonable representation of the detvif each region as of and for the
periods indicated.

Transaction Revenues: Three months ended Three months ende d
March 31, 2001 March 31, 2000

Europe $ 6,790,341 $ 3,142, 845
Asia 780,023 315, 200
Total Non-Americas 7,570,364 3,458, 045
Americas 30,396,412 15,788, 351
Total $ 37,966,776 $ 19,246, 396
Average long-lived assets: March 31, 2001 December 31, 2000

Europe $ 2,970,439 $ 2,225, 886
Asia 411,750 791, 570
Total Non-Americas 3,832,189 3,017, 456
Americas 21,712,646 13,736, 827
Total $ 25,094,835 $ 16,754, 283




eSpeed, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)
8. Secondary Offering of Securities

On March 13, 2001, the Company and selling stoaldrs], including CFS, completed a secondary offesirig 135,000 shares of the
Company's Class A common stock to the public at20share. Of the Class A common stock offerés)®@000 shares were issued by the
Company, and 4,635,000 shares were sold by thagstiockholders, principally CFS. Proceeds toGbenpany, net of underwriting
discounts and offering costs, were $47,378,915A0ni 11, 2001, CFS sold an additional 250,000 shaif Class A common stock in
connection with the exercise of the underwritev€reallotment option.

9. Subsequent Events

On January 29, 2001, the Company and Cantor agogfedm a limited partnership (the LP) to acquireiaterest in Freedom International
Brokerage (Freedom), a Canadian government saxulitoker-dealer. On April 4, 2001, the Companytréoumted 310,769 shares of its Class
A common stock to the LP as a limited partner, Wwhaatitles the Company to 75% of the LP's capitiriest in Freedom. The Company will
share in 15% of the LP's cumulative profits butinatumulative losses. Cantor contributed 103,388 as of the Company's Class A comr
stock as the general partner. Cantor will be atledtall of the LP's cumulative losses or 85% ofdtmulative profits. The LP exchanged the
414,357 shares for a 66.7% interest in Freedoradttition, the Company issued warrants to purch@6ed80 shares of its Class A common
stock to provide incentives to the other Freedomeawparticipants to migrate to the Company's falgctronic platform. Accordingly, the
Company currently expects to record non-cash clsavger three years aggregating approximately $30800 representing the value of the
warrants. To the extent necessary to protect thegaay from any allocation of losses, Cantor is nexglto provide future capital
contributions to the LP up to an amount that woubike Cantor's total contribution equal to the Camyfsainitial investment in the LP.

The Company is entitled to 100% of the electroransaction services revenues and pays 35% ofdaliaeedom as a fee in respect of
fulfillment services. The Company also receives@adqual to 35% of Freedom's revenues derived ditbwoice-assisted transactions, other
miscellaneous transactions and the sale of magtatat other information.

The Company entered into this transaction pringigal expand its business in Canadian fixed-incofmeign exchange and other capital
markets products and to leverage its opportunitigeansact business with the six leading Canatili@mcial institutions that are participants
in Freedom. Freedom is a Nova Scotia unlimitedlliigcompany. The Company believes that Freedory ex@erience significant shorm
losses as the voice brokerage business of Freesloamverted to a fully electronic marketplace. Adoagly, the Company was willing to
accept a reduced profits interest in order to avedbgnizing potentially significant short-termdes prior to the anticipated achievement by
Freedom of profitability. The Company determined éippropriate number of shares and warrants tesoed by it in this transaction base«
the anticipated benefits to be realized by it dredgtructure of the profit and loss arrangement.

The Company announced on April 25, 2001 that itfhadhased the exclusive rights to United StatésrPdo. 4,903,201 (the Wagner
Patent) dealing with the design and operation tdraated futures trading systems that include, beihat limited to, energy futures, interest
rate futures, single stock futures and equity infilgxres. The Company purchased the Wagner PatantElectronic Trading Systems
Corporation for an initial payment of $1,750,000

-0-



eSpeed, Inc. and Subsidiaries
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)

in cash and $500,000 in the Company's Class A camstozk. Additional payments are contingent up@ganeration of patent-related
revenues.

-10-



ITEM 2. Management's Discussion and Analysis of Fiancial Condition and Results of Operations

The information in this report contains forward#am statements within the meaning of Section 27&e Securities Act of 1933, as
amended, and Section 21E of the Securities ExchAogef 1934, as amended. Such statements are basedcurrent expectations that
involve risks and uncertainties. Any statementdaoed herein that are not statements of histofazalmay be deemed to be forward-looking
statements. For example, words such as "may,","Wihould," "estimates," "predicts," "potential¢ontinue," "strategy," "believes,"
"anticipates, "

plans,” "expects,” "intends" anchgar expressions are intended to identify forwhroking statements. Our actual results and
the timing of certain events may differ significigrfrom the results discussed in the forward-logkstatements. Factors that might cause or
contribute to such a discrepancy include, but atdimited to, our limited operating history, outpected incurrence of future losses and
negative cash flow from operations, our abilityetder into marketing and strategic alliances, teatfvely manage our growth, to expand the
use of our electronic system and to induce cliemtsse our marketplaces and services, and otherréathat are discussed under "Risk
Factors" in our Annual Report on Form 10-K for flear ended December 31, 2000. The following disonss qualified in its entirety by,
and should be read in conjunction with, the mortaitksl information set forth in our financial statents and the notes thereto appearing
elsewhere in this filing.

Overview

eSpeed, Inc. was incorporated on June 3, 199®Dataavare corporation. Our direct and indirect whalwned subsidiaries are eSpeed
Securities, Inc., eSpeed Government Securities, &8peed Markets, Inc., eSpeed International enieSpeed (Canada), Inc., eSpeed
(Japan) Limited, eSpeed (Australia) Pty Limitedpe&l (Hong Kong) Holdings I, Inc., eSpeed (Hong ¢ddroldings Il, Inc. and eSpeed
(Hong Kong) Limited. Prior to our initial public fefring in December 1999, we were a wholly-ownedsglibry of, and we conducted our
operations as a division of, Cantor Fitzgerald $i@ies, which in turn is a 99.5%-owned subsidiafyCantor Fitzgerald, L.P. (collectively
with its affiliates, "Cantor"). We commenced opé@yas as a division of Cantor on March 10, 1999,dat= the first fully electronic transact
using our eSpeed(R) system was executed. Cantdrderddeveloping systems to promote fully electromarketplaces since the early 19¢
Since January 1996, Cantor has used our eSpeegiiR)rsinternally to conduct electronic trading.

Concurrent with our initial public offering in Dexder 1999, Cantor contributed to us, and we acddien Cantor, certain of our assets.
These assets primarily consist of proprietary safeynetwork distribution systems, technologies @heér related contractual rights that
comprise our eSpeed(R) system.

We operate interactive electronic marketplacesliardse customized real-time software solutionsuoclients. In general, we receive
transaction fees based on a percentage of thevédige of products traded through our system. Prisduey be traded on a fully electronic
basis, electronically through a voice broker, @ epen outcry with prices displayed on data screkaditionally, we receive revenues from
licensing software and providing technology support

We are pursuing an aggressive strategy to expandieat base and expand the number and typesooiugts that our clients can trade
electronically on our system. Other than Cantor¢lient of ours accounted for more than 10% ofrewenues from our date of inception
through March 31, 2001.
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Results of Operations
For the Three Months Ended March 31, 2001 and Marct31, 2000

Revenues Three months ended

March 31, March 31,

2001 2000

Transaction Revenues:
Fully electronic transactions .........ccccceeee.. L. $32,502,656 $14,502,288
Voice-assisted brokerage transactions with related parties ... 5,363,462 3,861,240
Screen assisted open outcry transactions with relat ed parties 100,658 882,868
Total transaction revenues ..........ccceeeeeeeee. L 37,966,776 19,246,396
System services fees from related parties ......... L. 2,959,851 3,161,057
Interest income from related parties ............. . . 1,741,149 1,842,774
Licensing fees ....cccocvevvviieciiiiieeeeeeee 448,420 -

Total revenues ......cccceeeeveveees e $43,116,196 $24,250,227

Transaction revenues

Under a Joint Services Agreement between us antbCamd a Services Agreement between us and TradeSpe own and operate the
electronic trading system and are responsible favigding electronic brokerage services, and CaotdrradeSpark provides voice-assisted
brokerage services, fulfillment services, suchlaarance and settlement, and related services,asuctedit risk management services,
oversight of client suitability and regulatory coliapce, sales positioning of products and otherises customary to marketplace
intermediary operations. In general, for fully eéteaic transactions, we earn 100% of the transaggwenues and pay to Cantor or
TradeSpark a fulfillment service fee equal to 3%¥%d 20% if the product is traded on the Cantor Brge) of the transaction revenues. In
general, for voice-assisted brokerage transactidastor or TradeSpark earns 100% of the transaotegnues and pays to us a service fee
equal to 7% of the transaction revenues, in the od€antor, and 35% of the transaction revenuethe case of TradeSpark.

For the three months ended March 31, 2001, we ddraasaction revenues of $37,966,776 as compargti%,246,396 for the three months
ended March 31, 2000, an increase of 97%. The growthese revenues was attributable to the coatirincrease in the number of products
available on and clients trading on our eSpeedyBem. For the three months ended March 31, 208%, & our transaction revenues were

generated from fully electronic transactions.

Our revenues are currently highly dependent orsgetion volume in the global financial product nedsk Accordingly, among other things,
equity market volatility, economic and politicalratitions in the United States and elsewhere intbed, concerns over inflation, institutior
and consumer confidence levels, the
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availability of cash for investment by mutual furadsd other wholesale and retail investors, fluéhgginterest and exchange rates and
legislative and regulatory changes and currencyesimay have an impact on our volume of transaxtdfe anticipate expanded usage of
our eSpeed(R) system for non-financial productsadditional clients utilize our eSpeed(R) systean ffoth financial and non-financial
products), we expect that our transaction revemulésontinue to increase and our reliance on fixecbme financial products will decrease.

System services fees from related parties

Under two services agreements, we provide CantiTaadeSpark technology support services, includigiems administration, internal
network support, support and procurement for dgskad end-user equipment, operations and disasterery services, voice and data
communications, support and development of systemdearance and settlement services, systemssufop brokers, electronic
applications systems and network support, and pi@mviand/or implementation of existing electrorpplécations systems, including
improvements and upgrades thereto, and use oétated intellectual property rights, having potehsipplication in a gaming business. We
charge Cantor and TradeSpark the actual directratibct costs, including overhead, of providinglsiservices and receive payment on a
monthly basis.

System services fees from related parties forhtheetmonths ended March 31, 2001 were $2,959,8%4.cbmpares with system services
fees for the three months ended March 31, 200@df6#,057, a decrease of 6%. For the three montedeMarch 31, 2001, system services
fees decreased primarily as a result of a deciaasegport provided to Cantor and the migratiosare of our clients to fully electronic
transactions. As a percentage of revenues, sysriitss fees decreased from 13% for the three rs@riled March 31, 2000 to 7% for the
three months ended March 31, 2001 as a resultrahoteased transaction revenues.

Interest income from related parties

For the three months ended March 31, 2001, we gtatbinterest income from related parties on oghitnieverse repurchase agreements of
$1,741,149, at a weighted average interest raed8b, as compared to interest income of $1,842 &f7d weighted average interest rate of
5.6% for the three months ended March 31, 200Gs dlcrease reflects the fact that the proceedsdrormitial public offering were used in
2000 for operating expenses and purchases of assets

Licensing fees

Licensing fees for the three months ended Marct28@1 were $448,420. We had no licensing feesithree months ended March 31,
2000. We anticipate that as we enter into additibo@nsing agreements, our revenues from licenteg will grow.
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Expenses Three months ended

March 31, March 31,

2001 2000

Compensation and employee benéfits .............. $15,848,598 $11,337,786
Occupancy and equipment ........cccceeevevnnnes 6,973,004 4,699,749
Professional and consulting fees ................ 3,700,409 2,459,088
Communications and client networks .............. 1,900,273 839,694
Marketing ......cccevvveeviiieneeeeeee s 1,496,951 1,129,073
Fulfillment services fees paid to related

Parties ......cocoeeiiiiieeee e 11,228,622 5,075,801
Administrative fees paid to related parties ..... 1,950,637 1,604,151
Other ...coovviiiiieiieeee e 2,210,166 1,938,301

Total eXpenses ......cccccveeeveeenen. $45,308,660 $29,083,643

Compensation and employee benefits

At March 31, 2001, we had approximately 471 pratesals, as compared to approximately 415 emplogé&tarch 31, 2000. Substantially
all of our employees are full time employees lodgieedominantly in New York and London. Compensatiosts include salaries, bonus
accruals, payroll taxes and costs of employer-pledimedical benefits for our employees. For thegimonths ended March 31, 2001, our
compensation costs were $15,848,598 as compaf&illt837,786 for the three months ended March 310,28n increase of 40%, principally
due to our increased number of employees. Althaughwvill continue to add personnel to develop negcbnic marketplaces and maintain
our existing infrastructure, we estimate our congagion costs will increase at more modest rates.

Occupancy and equipment

Occupancy and equipment costs were $6,973,00&éathree months ended March 31, 2001 as compar@ttpancy and equipment costs
of $4,699,749 for the three months ended Marct2B8Q0, an increase of 48%. The increase in occupandyequipment costs was due to the
expansion of space needed to accommodate oura@uhiditperations and an increase in the numberrdbeations, including our new
concurrent computing center in New Jersey. Ourggant expenses should increase as we continugdstiim technology and related
equipment. Occupancy expenditures are compriseagpifiy of the rent and facilities costs of our N&ark, London and Tokyo offices.

Professional and consulting fees

Professional and consulting fees were $3,700,40théothree months ended March 31, 2001 as compau$®2i459,088 for the three months
ended March 31, 2000, an increase of 50%, due ioca@ase in our strategic investment activitied expenses incurred in connection with
technology development. Our professional and cdimguiees will likely increase over the foreseeduterre.

Communications and client networks

Communications costs were $1,900,273 for the threeths ended March 31, 2001, a 126% increase avemeinication costs of $839,694
for the three months ended March 31, 2000. Comnatinits costs included the costs of local and wida aetwork infrastructure, the cost of
establishing the client network linking clientsus, data and telephone lines, data and teleph@ue @d other related costs. The increase
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in costs was attributable to the continuing expamsif our globally managed digital network. We estpmich costs to increase as we continue
to expand into new marketplaces and geographiditstsaand establish additional communication linkth clients.

Marketing

We incurred marketing expenses of $1,496,951 duhiaghree months ended March 31, 2001, as compamadrketing expenses during the
three-month period ended March 31, 2000 of $1,7729,8n increase of 33%. Although we do not antieiphat our marketing expenses will
significantly change over the foreseeable futurdwéspect to our current operations, they mayeimee as we expand the scope of our
business.

Fulfillment services fees paid to related parties

Under two services agreements, we pay fulfillmenvises fees to related parties in amounts geneggllal to 35% of commissions paid by
clients related to fully electronic transactionacls costs were $11,228,622 for the three monthsdeMarch 31, 2001, an increase of 1219
compared to fulfillment services fees of $5,075,8@rlthe three months ended March 31, 2000. Thoeimse was due to the increased amoun
of revenues from fully electronic transactions om eSpeed(R) system. As we continue to sign upaliewts and the volume of business in
fully electronic transactions increases, this exgenill increase commensurately with our fully élenic transaction revenues.

Administrative fees paid to related parties

Under an Administrative Services Agreement, Captowides various administrative services to uduidiog accounting, tax, legal and
facilities management, for which we reimburse Cafdothe direct and indirect cost of providing bugervices. Administrative fees paid to
related parties were $1,950,637 for the three nsoatided March 31, 2001 as compared to administrégies of $1,604,151 for the three
months ended March 31, 2000, an increase of 22%niridtrative fees increased due to the expandegesobour business. As we continu
expand our business and employee base, administfags will also likely increase.

Other expenses

Other expenses consist primarily of recruitmensféavel, promotional and entertainment expendgufFor the three months ended March
31, 2001, other expenses were $2,210,166 as cothfmaother expenses of $1,938,301 for the threetinseended March 31, 2000, an
increase of 14%, principally as a result of ouréased business activity.

Net loss

Our net loss was $2,292,463 for the three montte@iMarch 31, 2001, as compared to our net lo$4 825,916 for the three months ended
March 31, 2000, a decrease of 54%. We expect thatill continue to incur losses and generate negatash flow from operations for at
least the first half of 2001 as we continue to d@y®ur systems and infrastructure and expand @mrdirecognition and client base through
increased marketing efforts.
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LIQUIDITY AND CAPITAL RESOURCES

At March 31, 2001, we had cash and cash equivat#r$61.9 million, an increase of $39.7 milliona@snpared to December 31, 2000. We
used cash of $3.1 million in our operating actasticonsisting of net loss after non-cash iten#0d million and $2.8 million of other
changes in operating assets and liabilities. We @ded $5.0 million in purchasing additional fix@sbkets, including the costs incurred to
develop software, offset by $47.8 million of nebgeeds from issuances of our Class A common storkipally related to our secondary
offering in March 2001.

Our operating cash flows consist of transactiorenexes, system services and licensing fees, vaéasspaid to or costs reimbursed to Cantor
or TradeSpark, other costs paid directly by usiamestment income. Under the Administrative Sersidgreement with Cantor and our two
services agreements, any net receivable or pajabtdtled monthly, at the discretion of the pattie

Although we have no material commitments for cdgpenditures, we anticipate that we will expeciean increase in our capital
expenditures and lease commitments consistentawmitlanticipated growth in operations, infrastruetand personnel. We currently anticip
that we will continue to experience significant\gtb in our operating expenses for the foreseealtled and that our operating expenses will
be a material use of our cash resources.

Under the current operating structure, our cashdlfrom operations and our other cash resourcadaibe sufficient to fund our current
working capital and current capital expenditureuisments for at least the next 12 months. Howewerbelieve that there are a significant
number of capital intensive opportunities for usrtaximize our growth and strategic position, inahggd among other things, strategic
alliances and joint ventures potentially involvialfjtypes and combinations of equity, debt, acdjoisj recapitalization and reorganization
alternatives. We are continually considering sugtioms and their effect on our liquidity and capitesources.

ITEM 3. Quantitative and Qualitative Disclosures atout Market Risk

We have invested $160,495,777 of our cash in sEespurchased under reverse repurchase agreewiémSantor, which are fully
collateralized by U.S. Government securities held tustodial account at The Chase Manhattan Bdrdse reverse repurchase agreements
have an overnight maturity and, as such, are hilignlyd. We do not use derivative financial instrembs, derivative commaodity instruments
other market risk sensitive instruments, positiongansactions. Accordingly, we believe that we ot subject to any material risks arising
from changes in interest rates, foreign curren@harge rates, commodity prices, equity prices loermarket changes that affect market risk
sensitive instruments. Our policy is to invest cash in a manner that provides us with the appatptevel of liquidity to enable us to meet
our current obligations, primarily accounts payabbgpital expenditures and payroll, recognizing the@ do not currently have outside bank
funding.
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PART Il. OTHER INFORMATION
ITEM 1. Legal Proceedings.

In a case pending in the United States DistrictrCion the Southern District of New York, CantotZgjerald Incorporated and Iris Cantor
allege, among other things, that certain seniacef§ of Cantor Fitzgerald, L.P. breached fiducidugies they owed to Cantor Fitzgerald
Incorporated. The allegations in this lawsuit relt several of the same events underlying thet gmaceedings involving the same parties in
Delaware. On May 15, 2000, the senior officers ahtor Fitzgerald, L.P. who are defendants in thierfal action in New York moved to
dismiss the complaint against them on several gtsuincluding, among other things, that the Mar8h2D00 decision from the Delaware
Court of Chancery prevents Iris Cantor and CantizgErald Incorporated from relitigating matterattiwvere adjudicated against them in
Delaware. On February 7, 2001, the court grantedrthtion to dismiss Cantor Fitzgerald Incorporatedmplaint. Cantor Fitzgerald
Incorporated and Iris Cantor have appealed theiaisburt's decision.

For a complete description of this action and tiated action in Delaware, see Note 4 of the ntesir consolidated financial statements
contained in our Annual Report on Form 10-K for ylear ended December 31, 2000.

ITEM 2. Changes in Securities and Use of Proceeds.

(d) The effective date of our registration statet{®egistration No. 333-87475) filed on Form S-Iatiag to our initial public offering of
Class A common stock was December 9, 1999. Inrotiali public offering, we sold 7,000,000 share<Ctdiss A common stock at a price of
$22.00 per share and CFS, the selling stockhadtéd, 3,350,000 shares of Class A common stockpatea of $22.00 per share. Our initial
public offering was managed on behalf of the undigéers by Warburg Dillon Read LLC, Hambrecht & QuiShomas Weisel Partners LLC
and Cantor Fitzgerald & Co. The offering commenordecember 10, 1999 and closed on December 18, P98ceeds to us from our
initial public offering, after deduction of the ugmvriting discounts and commissions of approximea$dl0.0 million and offering costs of $¢
million, totaled approximately $139.6 million. Nopnéthe expenses incurred in our initial publicesfitg were direct or indirect payments to
our directors, officers, general partners or thesociates, to persons owning 10% or more of assaf our equity securities or to our
affiliates. Of the $139.6 million raised, approxielg $5.8 million has been used to fund investméntaarious entities, approximately $30.3
million has been used to acquire fixed assets apay for the development of capitalized softwareé approximately $13.4 million has been
used for other working capital purposes. The reingif$90.1 has been invested in reverse repurclgaserments which are fully collateraliz
by U.S. Government Securities held in a custodiabant at a third-party bank.

Of the amount of proceeds spent through March 8Q12approximately $10.1 million has been paid &mi@r under the Administrative
Services Agreement between Cantor and us.
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SIGNATURES

Pursuant to the requirements of the Securities &xgl Act of 1934, the registrant has duly causisdréport to be signed on its behalf by the
undersigned thereunto duly authorized.

eSpeed, Inc.

(Registrant)

Dat e: May 15, 2001 /sl Howard W Lutnick

Howard W Lutnick
Chai rman and Chi ef Executive O ficer

Dat e: May 15, 2001 /sl Jeffrey G Coldflam

Jeffrey G Goldflam
Seni or Vice President
and Chief Financial Oficer
(Principal Financial and Accounting O ficer)
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