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BATS GLOBAL MARKETS (BATS)
THE LITTLE ENGINE THAT COULD
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DISCLAIMER

DISCLAIMER

Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut. Hedgeye Risk Management is not
a broker dealer and does not provide investment advice for individuals. This research does not constitute an offer to sell, or a solicitation of
an offer to buy any security. This research is presented without regard to individual investment preferences or risk parameters; it is general
information and does not constitute specific investment advice. This presentation is based on information from sources believed to be
reliable. Hedgeye Risk Management is not responsible for errors, inaccuracies or omissions of information. The opinions and conclusions
contained in this report are those of Hedgeye Risk Management, and are intended solely for the use of Hedgeye Risk Management’s
clients and subscribers. In reaching these opinions and conclusions, Hedgeye Risk Management and its employees have relied upon
research conducted by Hedgeye Risk Management’ s employees, which is based upon sources considered credible and reliable within the
industry. Hedgeye Risk Management is not responsible for the validity or authenticity of the information upon which it has relied.

TERMS OF USE
This report is intended solely for the use of its recipient. Re-distribution or republication of this report and its contents are prohibited. For
more details please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use at www.hedgeye.com




PLEASE SUBMIT QUESTIONS* TO

QA@HEDGEYE.COM

ANSWERED AT THE END OF THE CALL



WHAT IS AN EXCHANGE COMPANY?

Financial Technology company that manages the trading

l W w.'- systems that facilitate the trading of various asset classes

? m“ EAM’ Revenues

Cleanng and transaction fees .........

Market data and information services . .

Access and communication fees ... .. Charges market participants for data

Other . ..... ... ... ... . ... . ..... associated with the markets
transacted in

Matches Buyer and Seller on an agency
basis and charges a transaction/clearing fee

Total Revenues . .. ...............

Charges fees related to accessing
their technology systems and other
communication related charges

Expenses

Compensation and benefits .. ...............

Communications . . ..., Generally fixed in nature as there is
Technology support services . ............... little incremental cost with
Professional fees and outside services .. ....... processing additional transactions



EXCHANGE PROFITABILITY IS TOP OF THE TABLES

Exchange Sector Avg. Asset Management Avg. Broker Dealer Sector Avg. 5&P 500 Index Avg.

Operating Margin 54.3% 37.8% 14.9% 12.9%
Profit Margin 37.0% 28.0% 10.1% 8.9%
EDITDA Margin 64.8% 41.2% 28.4% 18.1%
Met Debt/EBITDA 1.2x 0.9x 4.1x 1.8x
Free Cash Flow Yield 6.5% 6.3% NA 4.6%
Dividend Yield 2.1% 1.3% 1.9%

1.@




THE UNDERLYING MARKETS ARE MASSIVE WITH BILLIONS TRANSACTED

PER DAY - GLOBAL EXCHANGES ARE VITALLY IMPORTANT COMPANIES

EXCHAMGE JAN-DEG 2015 JAN-DEG 2014 % GHANGE

"1 CME Group 5 3531, 760,581 3,402,770 084 3%

Chicago Mercanile Exchange - W 1.749,610,948 1,778,004,327 155

35 3 Criicaga Board of Trade 1.196,933,143 1,471,487,756 22%

= Hew York Mescantile Exchangs 585,216,500 495,278,801 18.2%

B ank ) f Trillion Z National Sinck Exchange of India 3.051,852,784 1,880,563, 732 612%
3 Eurex 2 272 445 881 2,087,975 470 BT

. - = Eurex h 1,672.658,058 1,480,541 B24 12 2%

Intern atlonal internatianal Securities Exchange 482171761 281,279,337 2%

International Sec s Exchange Gemini 117 818,072 126,154,309 -6A%
. ..t . a . 1 808 810,415 2.915,559,285 “pa%
S ettlements D ally = . |GE Futuras Europe 201,659,951 433,019,034 TA%
-.‘_"' e NY¥SE Arca - 381 515,428 438,869,148 3%
: - - ICE Futures U5 365,433,350 64,250,670 DA%
TUI‘HOV@I‘ value 1n - AYSE Amen 344 AR, 910 473,742,797 2T 3%
‘.l‘. ICE Futures Canada 5.720.023 5,676,345 8%
US D - ICE Fistures Sirgapane B B 17.744 1,301 1763.9%
_.1 5  Moscow Exchange 1,859,441, 564 1413222 188 17.4%
e 6 BM&FBovespa 1,356,592.857 1AZ0AT0, 205 4%
b Bolsa de Mercadorias & Futuros BAZ, 726,202 B30.334,723 0.5%
_l_*h __Iiu!ga_np. “aloras da San Fauk TA0 094, s82 15.7T%
- 7 CBOE Holdings N 1, 1.326.391,623 -114%
b Chacage Board Options Exchange 1, 1,193,388,385 -12.6%
- - CZ Exchange 831,387,833
dl'.- CHOE Fuhses Exchangs ¥ S0,615.305
- & Dalan Commadity Exchange 1, THOLE3T.041
a2 9 b c ity Exchy 1, 676,343 263
= 40 Shanghai Fulsres Exchange 1,060,494, 146 BAZ,794. 273
Lan "'_'_ 11 Masdag 1,045,546,992 1,147 450,049 T
- Masdag PHLY 623,514 B66 617,770,938 0.89%
H"“’ﬂ'ﬂ 1:" Masdaq Opticns Market 206,545 485 386,177,050 -Z5. 7%
= - Masdaq Mardic Markess 29,000,545 B1,790.475 8.9%
g a Hasdaq Bostan 31,486,313 3,590,712 -0.3%
.'-_ 'N;]snjq!q Cosmmodciities A,M3 805 1, 70& /7D 4%
= - MNasdaq NLX TS B9T 18,403,355 -05. 7%
MY Stock Equities Ex 12 Korea Exchange 704,935 306 577,765,128 17.3%
E’iﬂhlﬂﬂ'ﬂ' Markol Market 1% BSE [ e 674,804 503 ?5&.?;{2._532 -:aa%
ESE 614,804 523 730,173,168 -15.8%
United Stock Exchange of India (n] 24,819,403 el
14 JSE Securities Exchange 458,515,963 209,742,584 6305
: ange - —TOT AT _:m-a 07,905 GET L2 Y
BATS Exchange 06415 424 201,985,667 96 3%

EDGY Options Exchange 1465760 M P,




THE VITALS ON THE RECENT IPO OF BATS GLOBAL MARKETS (BATS)

Last 5 Years

Name: Bats Global Markets
Ticker: BATS
Market Cap SMM 2,400

TMM Revenues SMM 413
EBITDA Margin 67%

Dividend Yield 1.3%
Short Interest as a % of Float NA
Insider Ownership 70.0%

Cash balance SMM 77
Long Term Debt SMM
Annual Free Cash Flow SMM 144

ed
EBITDA Margin




THE BUILDOUT OF THE COMPANY’S PRODUCT SUITE

Net Revenue ($mm)

1
: Organic 1
1 Initiative :
L o o a e e m——————
i i Launchof |
B : ETF 1
Stra?e_g_lc 1 Marketplace !
Acquisition | e e e e e 4
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B DirectEdge
$308
r launchof !
: Proprietary Market
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CHIZXEUROPE
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TOP POSITIONING IN SEVERAL IMPORTANT MARKETS NOW

U.S. Equities Market Share! U.S. ETF Market Share! European Equities Market Sharel-3

Other Other
0.6% 12% Other 2 Bats
3 2 NYSE 22.8% 24 4%
Off-Exchange 24.1% Off-Exchange? 2Bats
35.4% 370% 26.8%
Turquoise
9.0%
LSE
% Bats NYSE - 18.9%
91 1% 20.9% Deutslcl:;u;_}lgorse
MNasdaq MNasdaq - Euronext
18.8% 14.1% 14.7%

U.S. Options Market Share! Global FX Market Sharel4
BOX astMatc
o o 27 B
MNasdaq

242%

Thomson Reuters

ISE 46.0%
15.3%
EBS

CBOE 39.4%

23.5%

NYSE
18.2%




UNPARALLELED PROFITABILITY

$384mm $235mm

#2 market sharel (21%)

U.S. Equities
#1 in ETF and retail volume
3
E ELIl'Opean #1 market sharel2 (24%) 799% T
E EQUIﬂES #1 trade reporting facility (BXTR)
0 = 61%
8 #1 market share in price-time segment
> U.S. Options o
5 10% market sharel
g .
e . 52%
Global FX 119 market sharet3 _ - 44%

- 43%

% of Net % of Norm.  MNorm. EBITDA
Revenue' EBITDA™ I‘v1arginl'4




THE LITTLE ENGINE THAT COULD - A LONG POSITION

PERVERSELY RECESSIONS ARE BEST

While investors are in love with growth, counterintuitively recessions or phase transitions from
growth to economic declines are boons for the exchange sector. Volatility rises substantially late
cycle and the onset of recession is a very profitable time for the sector.

MIND YOUR EXPOSURES

Another hallmark of economic declines is the consistent rise of corporate credit spreads over
Treasury, however with the highest ROIC in Financials and as a result the lowest cost of capital,
the sector can outperform as a self funding sector.

NOT BULLISH ENOUGH
We see substantial opportunity for the exchange in U.S. options and U.S. ETFs as the recent

merger of Nasdaq and ISE puts market share up for grabs. We are +10% above consensus for
next year and think that relative to a Financial sector with negative top line and earnings that
investors will pay more for the growth that is available.




THE GRIND LOWER OF VOL THIS CYCLE IS STARTING TO
BACK UP AND INFLECT HIGHER
Daily VIX Levels Daily VIX Levels
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THE GRIND LOWER OF VOL THIS CYCLE IS STARTING TO
BACKUP AND INFLECT HIGHER

Deutsche Bank FX Volatility Levels Deutsche Bank FX Volatility Levels
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VOLATILITY IS THE CAUSAL FACTOR FOR EXCHANGE

TRADING HERE SHOWN AGAINST U.S. CASH EQUITIES

U.S. CASH EQUITY VOLUME vs VIX U.S. CASH EQUITY VOLUME vs VIX
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STRONG RELATIONSHIP EXISTS BETWEEN EUROPEAN VOL

V2X

AND EURO STOCK TRADING
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AND DEUTSCHE BANK’S CURRENCY VOLATILITY INDEX

DRIVES FX ACTIVITY

06/20/2010 L=l o6/19/2015Lm)
Study [NSGHEINGIEE] MA Type SRTNCEEMEY MA Period Lead/Lag Y
30 1M 6M YTD 1Y [[5¥ | Max Daily ¥ »

<4 Track » Annotate = News C. Foom

_ : e
L T- UCA Curncw = Aggregate Volume of Futures Contracts {R1) 0.314M
M Moving Average(Simple,50,0) 0.315M
M CVIX Index - Last Price (R2) 10230000




PERVERSELY A US RECESSION IS BEST FOR THE BIGGEST
DRIVER OF EXCHANGE TRADED ACTIVITY (VOL)

W IX T 13.64 +.01 e S
At 8:34 d C13.92 H14.05 L 13.63 Prev 13.63
VIX Index 05 Compare 28 Actions ~' 97 Edi‘l:- Line Chart
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- Average 19.80
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=50
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- 20
-2}
- 1}
19901994 2000-2004 2005-2009 2010-2014
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EUROPEAN VOL HAS THE SAME LINEAR RELATIONSHIP
WITH ECONOMIC GROWTH

V2X T24.0438 +.1528 I i P

At 9:11 d 0 23.8995 H 24.61453 L 23.8995 Prev 23.8910
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GOLDMAN'’S US FINANCIAL CONDITIONS INDEX HAS RISEN
INTO RECESSION THE PAST 2 CYCLES

GSERFCI C 100.38 +.03

On 09 May 0 100.38 H 100.38 L 100.38 Prev 100.38
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AND RISING (TIGHTENING) GS FINANCIAL CONDITIONS
INDEX OVERLAYS TIGHTLY WITH THE VIX

GSERFCI Index 95 Compare 96 Actions ~' 97 Edit - Line Chart
03/30/1990 | e m

1D 3D 1M 6M YTD 1Y 5Y Max | Quarterly ¥ |2 12 L4 an Security/Study ™ Event B
L : - Track Annotate News Zoom
45 ast Price
M GSERFCI Index (R1) 100.38
4 M VIX Index (L1) 13.74
= 103.00
40 I'
l |
354 - 102.00
30+ l. l
i ' > 101.00
25 L
' 100.38
- 100.00
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THE NEGATIVE LINEAR RELATIONSHIP BETWEEN VIX AND
U.S. GDP IS STRONG

AVG VIXLEVEL BY QUARTERLY U.S. GDP
50 -
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40 -

20 |
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[ 8]
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WITH A SIMILAR OUTCOME FOR EUROPEAN VARIABLES

________________________________ 00 AVG VIXLEVEL BY QUARTERLY EUROPEAN GDP
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LATE CYCLE MEANS GETTING CLOSER TO THE CLIFF AND
CLOSER TO HIGHER SUSTAINED VOL

ISM Services
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LATE CYCLE MEANS GETTING CLOSER TO THE CLIFF AND
CLOSER TO HIGHER SUSTAINED VOL
WILL THE CONFLUENCE OF NIRP, QE AND FORWARD GUIDANCE OFFSET THE EUROZONE'S TOUGHEST GDP COMPARES IN

FOUR YEARS, ALLOWING THE EUROZONE ECONOMY TO MAINTAIN PEAK GROWTH RATES IN THE PROCESS? WE DOUBT IT.

mmemm Eurczone 2Y Average Real GDP Growth Rate in Comparative Base Period
Eurozone Real GDP YoY
= == Hedgeye Macro GIP Madel Forecasts

2.5%
2.1%
2.0% oy
2.0% 1 1.9%
- 1.5%
1.'_:'.1: 1.3%\':
1.0% -
0.5% 4
0.0% 41 : . , i i
0.5%
-0.8%
1.0% 4 1.0

2 24012 312 4Q12 113 2012 34013 412 114 214 3414 414 115 2415 3G 415 116 216 3QM6 4416



AND THE $64,000 QUESTION OF DOES HIGHER VOL TURN

INTO REVENUE ON BOTH SIDES OF THE POND?

AVG QUARTERLY REVENUE BY VIXLEVEL 2007-2013  AVG QUARTERLY REVENUE BY VIX LEVEL 2007-2013
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CORPORATE SPREADS OVER TREASURY ALWAYS RISE INTO
RECESSIONS PRESSURING CORPORATE LIQUIDITY

Barclays US Corporate High Yield Yield To Worst
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HOWEVER EXCHANGES ARE STRONG, SELF FUNDING

COMPANIES AND CAN RIDE OUT A STORM

10.3%
11.9%

-5%
-20% -
B
-25% - «
o
Company Ticker

Source: Bloomberg

2016 HEDGEYE RISK MAMNAGEMEMNT



WHICH RESULTS IN AN ADVANTAGE IN LOWER COST OF
CAPITAL FOR THE INDUSTRY

COST OF EQUITY
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IN A STACK UP OF COST OF EQUITY CAPITAL, BATS SITS

BETWEEN CME AND WFC

Ticker |~ M Company M Equity Cost |~/ WACC |~ ROIC |~ EVA Spread | ~
CBOE US Equity CBOE CBOE HOLDINGS INC 6.9% 6.9% 79.1% 72.3%
ICE US Equity ICE INTERCONTINENTAL EXCHANGE IN 8.5% 7.2% 10.3% 3.1%
NDAQ US Equity NDAQ MASDAQ INC 9.1% 7.7% 6.1% -1.6%
CME US Equity CME CME GROUP INC 9.2% 8.7% 4.2% -4.5%
BATS US Equity BATS BATS GLOBAL MARKETS INC 9.5% 4.2% 11.9% 7.7%
WFC US Equity WFC WELLS FARGO & CO 9.5% 4.8% 4.8% 0.0%
JPM US Equity JPM JPMORGAN CHASE & CO 10.5% 4.5% 4.0% -0.5%
5 US Equity G5 GOLDMAN SACHS GROUP INC 10.7% 2.8% 1.1% -1.7%
RIF US Equity RIF RAYMOND JAMES FINANCIAL INC 10.7% 8.8% 6.7% -2.0%
MC US Equity MC MOELIS & CO - CLASS A 10.8% 10.8% 297.7% 286.9%
GHL US Equity GHL GREEMHILL & CO INC 10.8% 10.4% b.3% -4.1%
BAC US Equity BAC BANK OF AMERICA CORFP 11.3% 3.4% 3.1% -0.3%
EVR US Equity EVR EVERCORE PARTMNERS INC-CL A 11.3% 10.8% 6.9% -3.9%
AMTD US Equity AMTD TD AMERITRADE HOLDING CORP 11.4% 9.3% 8.6% -0.7%
C US Equity C CITIGROUP INC 11.4% 3.8% 4.0% 0.2%
PIC US Equity PIC PIPER JAFFRAY COS 11.5% 5.3% 1.1% -4.2%
M5 US Equity MS MORGAN STAMNLEY 11.6% 2.8% 1.7% -1.1%
SCHW US Equity SCHW SCHWAB (CHARLES) CORP 12.3% 10.2% 6.5% -3.7%
ETFC US Equity ETFC E*TRADE FINANCIAL CORP 12.5% 9.2% -2.2% -11.4%
LAZ US Equity LAZ LAZARD LTD-CL A 14.0% 11.9% -21.3% -33.2%

\_ W,




WITH ROIC BEHIND ONLY MC AND CBOE AND 1 OF ONLY 4

COMPANIES IN DOUBLE DIGITS

)

Ticker |~ M Company M Equity Cost | ~ WACC |~ ROIC |~! EVA Spread | ~
MC US Equity MC MOELIS & CO - CLASS A 10.8% 10.8% 297.7% 286.9%
CBOE US Equity CBOE CBOE HOLDINGS INC 6.9% 6.9% 79.1% 72.3%
BATS US Equity BATS BATS GLOBAL MARKETS INC 9.5% 4.2% 11.9% 7.7%
ICE US Equity ICE INTERCONTINENTAL EXCHANGE IN 8.5% 7.2% 10.3% 3.1%
AMTD US Equity  AMTD TD AMERITRADE HOLDING CORP 11.4% 9.3% 8.6% -0.7%
EVR US Equity EVR EVERCORE PARTMNERS INC-CL A 11.3% 10.8% 6.9% -3.9%
RIF US Equity RIF RAYMOND JAMES FINANCIAL INC 10.7% 8.8% 6.7% -2.0%
SCHW US Equity SCHW SCHWAB (CHARLES) CORF 12.3% 10.2% 6.5% -3.7%
GHL US Equity GHL GREEMHILL & CO INC 10.8% 10.4% 6.3% -1.1%
NDAQ US Equity NDAQ NASDAQ INC 9.1% 7.7% 6.1% -1.6%
WFC US Equity WFC WELLS FARGO & CO 9.5% 4.8% 4.8% 0.0%
CME US Equity CME CME GROUP INC 9.2% B.7% 4.2% -4.5%
JPM US Equity JPM JPMCORGAN CHASE & CO 10.5% 4.5% A4.0% -0.5%
C U5 Equity C CITIGROUP INC 11.4% 3.8% A4.0% 0.2%
BAC US Equity BAC BANK OF AMERICA CORF 11.3% 3.4% 3.1% -0.3%
MS US Equity M5 MORGAN STANLEY 11.6% 2.8% 1.7% -1.1%
PIC US Equity PIC PIPER JAFFRAY COS 11.5% 5.3% 1.1% -1.2%
GS US Equity GS GOLDMAN SACHS GROUP INC 10.7% 2.8% 1.1% -1.7%
ETFC US Equity ETFC E*TRADE FINANCIAL CORP 12.5% 9.2% -2.2% -11.4%
LAZ US Equity LAZ LAZARD LTD-CL A 14.0% 11.9% -21.3% -33.2%
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APPROACHING DOUBLE DIGIT SHARE IN OPTIONS BUT PRO-

RATA MARKET STILL OPEN

Market Share by Exchange Group!

U.S. Options Volume by Product?

MIAX
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9.6%

NYSE
18.2%

BOX
2.7%
Nasdaq
24.2%
Pro-Rata
g 43%
ISE
15.3% .
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Others 61%
CBOE L Prlc;égme
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HISTORICALLY MARKET SHARE OF OVER 30% HAS BEEN
HARD TO DEFEND SO WE SEE NDAQ/ISE CEDING SHARE

EXCHANGE SHARE OF QTRLY US OPTION VOLUME
Combining NASDAQ and ISE

50%
45% 1 NASDAQ
and ISE
40% Combined
—_—BATS
35%
30% - ~ . - . —BOX
25%
20% - CBOE
15%
M 1A
10% //\ o
o W Amex
__.--.____..--'—
0% T T T T T T T T
S N B a® o v & O Si i
S ¥ N 2 o v 2 A N A
ni? of? e ! » % » 5’ o3 %)
Quarter Ending i i
Source: Bloomberg 2016 HEDGEYE RISK MANAGEMENT



THE COMPANY IS BECOMING AN ETF PLATFORM FOCUSING
ON PASSIVE LISTINGS AND ACQUIRING ETF ASSETS

ETF ADNV % of Total U.S. Equities

= Equities industry growth driver
(only ~10% of Mutual Fund assets) 31.0%

= Opportunity to increase market share
= Launched innovative listings program

= New listings drive auction volume,
market share and net capture

= Acquired ETF.com 1014 1015 1016
¥TD?!
Historical ETF Assets ($tn) New ETF Launches
Total Total
Launches: 68 Launches: 26

2001 2004 2007 2010 2013 2015

1016 ¥TD?
NYSE = Nasdaa




AND INCUMBENT SHARE IS CHUNKY AND RIPE FOR THE

PICKING

TOP 10 NYSE LISTED ETFS TOP 10 NASDAQ LISTED ETFS

Ticker Fund Name AUM Ticker Fund Name AUM

SPY  SPDR S&P 500 ETF Trust 182392330372 QQQ  PowerShares QQQ Trust 35,451429,300
MV iShares Core S&P 500 ETF 71962731400 VCSH  Vanguard Short-Term Corporate Bond Index Fund 12,037.442 961
VTl Vanguard Total Stock Market Index Fund 59787035318 VCIT  Vanguard Intermediate-Term Corporate Bond Inde: 8.576,824,647
FFA  Shares MSCI EAFE ETF 68840005840 TLT  iShares 20+ Year Treasury Bond ETF 8,262,862,300
VOO  Vanguard S&P 500 Index Fund 44724672292 BB iShares NASDAQ Biotechnology ETF 6,446,328,720
AGG  iShares Core US. Aggregate Bond ETF 36,385,794400 VXUS  Vanguard Total International Stock ETF 5,753,351,093
VWO  Vanguard FTSE Emerging Markets ETF 34978233039 ACWI iShares MSCIACWIETF 5,521,798,080
GLD  SPDR Gold Trust 34178445200 SCZ  iShares MSCI EAFE Small-Cap ETF 5,504,253140
VNQ  Vanguard REIT Index Fund 32464545186 BNDX Vanguard Total International Bond Index Fund 517,021,324
VEA  Vanguard FTSE Developed Markets ETF 31751833199 VNQI  Vanguard Global ex-US Real Estate Index Fund 3437539162
Total of All NYSE ETFs: $ 2,037486,717,784 Total of Al NDAQETFs: $ 151,657,997,485



AND DESPITE RECENT WINS THE ETF BUSINESS AT BATS IS
QUITE SMALL

BATS Listed ETFs

Ticker Fund Name AUM

EZU iShares MSCI Eurozone ETFE 10,980,239,260
INDA ishares MSCl India ETF 3.523,201,920
NEAR Shares Short Maturity Bond ETE 2303712 200
CSM ProShares Large Cap Core Plus 388,773,000
PTLC Pacer Trendpilot 750 ETF 371,280,000
DDWM  WisdomTree Dynamic Currency Hedged 238,739,169
LD iShares Morningstar Multi-Asset Income ETF 225,060,825
IAGG iShares Core International Aggregate Bond ETF 181,099,100
HYXU  iShares International High Yield Bond ETF 175,343,000
PTMC Pacer Trendpilot 450 ETF 151,137,000
IGHG ProShares Investment Grade-Interest Rate Hedged 120,846,000
Total of All BATS ETFs: $ 19,924,294 224



BUT THE WAY THE LISTINGS BUSINESS IS MONETIZED IN
TAPE B TRADING IS GROWING

BATS MARKET SHARE Tape B vs. NEW ETF LISTINGS

60 - - 29%
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L_ﬂ 40 26% @
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45 ALTS, SMDV, - o4y, &
= REGL transfer to =
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Source: BATS 2016 HEDGEYE RISK MANAGEMENT




GROW ABOUNDS IN THE MODEL BUT OUR BULL CASE

WHICH IS NOT HEROIC IS +10% ABOVE CONSENSUS
BT —

2016 2017 2018 2016 2017 2018 2016 2017 2018 2016 2017 2018 2016 2017 2018
BullCase [¢ 141 5§ 163 $ 1.73]
Volume (MM) [7,563 8,607 8,779] 17 18 19  $52,139 $58,396 561,315[ S 27 S 33 5 42]
Y-o-¥ 14% 2% 5% 10% 12% 5% 20% 27%
Share 22% 25% 26% [ 11% 15% 18% ] 24% 25% 26% 12% 15% 18%
Y-o-¥ 13% 4% 38% 15% 5% 4% 26% 20%
Capture $ 0021 $ 0021 $ 0021 $ 0051 $ 0051 $ 0051 S 0148 § 0150 § 0150 § 293 § 3.00 § 3.00
Y-o-¥ 2% 0% 0% 0% 1% 0% 2% 0%
Base Case
Volume 7,563 8,017 8,338 17 18 18 = §52,139 §57,353 §$57652 S 27 S 32 5§ 38
Y-o-¥ 6% 4% 5% 4% 10% 1% 17% 18%
Share 22% 25% 25% 11% 13% 16% 24% 25% 26% 12% 15% 18%
Y-o-¥ 11% 2% 18% 19% 4% 4% 26% 20%
Capture $ 0.020 $ 0.020 $ 0.020 $ 0051 $ 0051 $ 0.051 S 0.148 § 0.150 § 0150 § 293 § 3.00 § 3.00
Y-o-¥ 0% 0% 0% 0% 1% 0% 2% 0%
Bear Case
Volume (7,562 7,790 7,046 | 17 18 18 | $52,139 $56310 $56604) $ 27 § 31 S 36 [$ 141 ¢ 153 § 157]|
Y-o-¥ 3% 2% 5% 4% 8% 1% 14% 15%
Share 22% 24% 24% 11% 13% 15% 24% 24% 26%| 12% 15% 16% |
Y-o-¥ 9% 0% 18% 12% 2% 6% 26% 7%
Capture $ 0.015 $ 0.015 $ 0.015 $ 0.051 $ 0051 $ 0.051 S 0.148 S 0.150 S 0.150 $ 2.80 $ 2.90 $ 3.00
Y-o-¥ 0% 0% 0% 0% 1% 0% 4% 3%



AND CONSENSUS COULDN’T BE MORE AMBIVALENT WITH
ESTIMATES THAT ARE TOO LOW IN OUR VIEW

Bats Global Markets Inc

Consensus Rating 3.00
Buvs 10.0% 1
Holds 80.0% 8
Sells 10.0%

12M Tgt Px 8/10
Last Price 25.50
Pricing Currency usD
Return Potential 7.6%
LTM Return

Ann Date Per Per End C
Average of Absolute Values

11) 02/15/2020 FY 19 12/19 1.560

12) 02/15/2019 FY 18 12/18 1.684

13) 02/15/2018 FY 17 12/17 1.483

14) 02/15/2017 FY 16 12/16 1.314

Reported Comp Estimate

15) 04/04/2016 FY 15 12/15 7.749
16) 04/04/2016 FY 14 12/14 6.420
17) 04/04/2016 FY 13 12/13 6.720

12/16/2015FY 12 12/12 5.666
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WHEN THERE IS LITTLE GROWTH IN A SECTOR YOU PAY
MORE FOR WHAT IS AVA

SECTOR SALES GROWTH (% CHG) EARNINGS GROWTH (% CHG) #REPORTED
S&P 500 (Aggregate) -2.4% -8.7% 450 / 500
Energy -31.6% -108.7% 38 / 38
Materials -8.7% -15.0% 27 | 27
Industrials -2.1% -7.4% 64 / 65
Consumer Discretionary 6.8% 22.7% 60 / 84
Consumer Staples 0.4% 1.6% 30 [/ 37
Healthcare 9.2% 8.1% 23 [ of
Financials -1.7% -14.3% 90 / 90
Information Technology -2.8% -8.1% 54 | 68
Telecom 11.2% 16.1% 5/ 5
Utilities -10.5% -2.1% 29 / 29

Source: BBG



THE FUTURES EXCHANGES SKEW THE COMPS BUT WE
THINK #’S ARE TOO LOW AND MARKET CAP WILL GROW

Forward

Ticker Company Market Cap (Mn) 2017 P/E 2018 P/E EV/EBITDA Dividend Yield
Exchanges
CME US Equity CME CME GROUP INC FS 32,205 20.4x 19.4x 12.3x 5.3%
ICE U5 Equity ICE INTERCONTIMENTAL EXCHANGE IN FS 31,207 16.9x 15.3x 12.2x% 1.2%
NDAQ US Equity NDAQ NASDAQ INC FS 10,559 15.4x% 14.3x 9.3x 2.1%
CBOE US Equity CBOE CBOE HOLDINGS INC FS 5,236 23.7x 21.4x 12.7x 1.4%
BATS US Equity BATS BATS GLOBAL MARKETS INC r$ 2,503 17.7x 15.4x 10.1x 1.2%
Average Exnhanges 18.8x 17.2x 11.3x 2.2%

Source: Bloomberg



DEAL ACTIVITY HAS BEEN ACTIVE — NDAQ/ISE

Target 1) International Secu.. Acquirer ) Nasdaq Inc Seller }) Deutsche Boerse AC Currency v
ISE US NDAQ US Px 64.26 DB1 GR Px 75.255 Announcement 03/09/16
Finance-Other Serv... Finance-Other Serv... Finance-Other Serv... Value 1,100.00M

Details Description
11) Summary Nasdaq Inc announced that it has entered into an agreement to acquire International Securities |
12) Timeline Exchange Holdings Inc from Deutsche Boerse AG for USD 1,100.00M. Nasdaq expects the combinedj
13)Parties organization to realize a minimum of USD 40.00M in annualized expense synergies. The |
14)Financing Dates Timeline
15)Advisers Announcement W 03/09/16 | .Egkmww
16)Approvals Expected Completion 12/31/16 | VAT 5
17) Sources/News Status Pending N W M/\//‘/\\ /\/i Doeced
LTS Duration (# Days) 61 'V - P Tofay Dmp:emn -
18) Deal CompS FeB15s | FeB T ' Mazr‘oié T pts | r® L ‘DeciSZJ.';H
Deal Terms Deal Value Announced Current
Nature of Bid -- || Tran Value (M) 1,100.00 --
Percent Owned/Sought 0.00% / 100.00% | Equity Value (M) 1,100.00 --
Payment Type Cash || Deal Price -- --
Cash Terms (M) usbD 1,100.0000 | Premium -- --
Net Debt (M) -- --
Deal Attributes TTM Deal Multiples Target Comp Median
Cross Border, Company Takeover TV/Revenue 4,11x 1.03x
TV/EBIT 9.37x 15.79x

TV/EBITDA 8.99x% 5.87x
42



DEAL ACTIVITY HAS BEEN ACTIVE - DB1/LSE

Target 1) London Stock Exchange Gro. Acquirer 1) Deutsche Boerse AG Currency v
LSE LN Px GBp 2575 DB1 GR Px EUR 75.35 Announcement 02/23/16
Finance-0Other Services Finance-0Other Services Transaction Value 9,844,49M

Details Description
11)Summary On 03/16/2016, Deutsche Boerse AG announced the agreement on the merger of equal with London i
12) Timeline Stock Exchange Group PLC. On 02/23/2016, the potential merger of the London Stock Exchange !
13)Parties Group PLC and Deutsche Boerse was announced. Under the terms of the potential merger, LSE |
14)Structure Dates Timeline
15)Advisers Announcement 02/23/16 = | — e .
16)APDFOV815 Expected Completion L e L s €2 mﬁr‘?ﬁw:uurjce it —\,—\__\/-‘

17) Sources/News Status Pending |~ o

P_r°f°r!“a Duration (# Days) 76 \~/ = ° “
18)F'|nanc'|als JTn® ' FBL ' fBm Mar‘lszmé‘ Mar3l | M5 | A T
lg)zgﬁ?;;t e Deal Terms . _ Deal Value Announced Current
20)Deal Comps Nature of Bid Friendly Tran Value (M) 9,844.49 9,998.79

. Percent Owned/Sought 0.00% / 100.00% Equity Value (M) 9,029.39 9,183.69

21) Trading Comps :

Markets Payment Type Stock Deal Erlce -- 26.3614
2)Arbitrage Stock Terms (Acq Sh/Tgt Sh) 0.4421| Premium o A +2.37%
23)Model | MRGC » . - .

Deal Attributes TTM Deal Multiples Target Comp Median
Cross Border, Company Takeover TV/Revenue 7.67X 8.10x
TV/EBIT 28.46X 25.14x

TV/EBITDA 18.66X 20.32X
43




REMAINING SELLING GROUP IS SUBSTANTIAL WITH
D WINDOWS BUT WELL DISCOUNTED IN OUR VIEW

PRINCIPAL AND SELLING STOCKHOLDERS

Shares Beneficially Owned After
the Offering

Number of Shares of Non-
Name of Beneficial Owner Voting Common Stock %
All executive officers and directors as a group (16 people) 22,490,295 233

BGM Holding, L.P. and Affiliates 16,498,551 171
TAX],LP.,TA Atlalcwtic and Pcacific VI, L.P.and TA Investors [V, L.P. SHARES ELIGIBLE FOR FUTURE SALE

("TA Associates Funds") 16,498,551 17

Knight Capital Holdings LLC 13,593,060 141 Number of Days After Number of Shares
International Securities Exchange Holdings, Inc. 8,993,977 93 . e e .

Credit Suisse NEXT Investors, LLC 5,676,641 5.9 the Offering Date of Eligibility Eligible for Sale
Strategic Investments |, Inc. 5,458,912 57 181 10/13/2016 35400 552
JPMC Strategic Investments Il Corporation 3,948,852 41 .
The Goldman Sachs Group, Inc. 3,181,285 33 361 41172017 2445?696
Lime Brokerage Holdings LLC 3,117,332 32 5 10/8/2017 2445?944
Citigroup Financial Products, Inc. 2,986,357 3.1

Instinet Holdings Incorporated 2,635,394 27 Source: BATS &1

Citadel Securities Principal Investments LLC 2,310,432 2.4

Bank of America Merrill Lynch and Affiliates 1,560,798 16

Karissa Alumbaugh Trust 21,825 *

The Buckley Family Trust 18,915 =

Scot Baldwin 873 *

Phillip Cockrell 648 *

Michael Beaver — —
Michael Bellmyer — —
Jason A. Forst and Twyla J. Forst Trust — —

Source: BATS 51



VOL IS A WARNING SIGN BUT DJGEX OUTPERFORMS EVEN

THE MOST DEFENSIVE PROXIES AND OTHER FINANCIALS

R Value to VIX Daily 2003 to 2015
DJGEX - Exchange Index (0.10)

XLE - Energy Sector SPDR (0.19)
XLU - Utilities Sector SPDR (0.27)
XLP - Consumer Staples Sector SFDR (0.27)
XLV - Health Care Sector SPDR (0.37)
(
(

XLI - Industrials Sector SPDR 0.45)

ALY - Consumer Discretionary 0.46)
XBD - AMEX Broker Dealer Index (0.49)
SPX - S&P 500 Index (0.50)
XLF - Financials Sector SPDR (0.55)
SOX - Philadelphia Semiconductor Index (0.67)

Dow Jones Global Exchanges Index

Fact Sheet

Adjusted
Company Country Weight (%)

CME Graup Inc A Urited Statas 18.97%
Irlu 19 Kong Exchanges and Hong Kong 17 54%
_-|Li.f|.r |J _I.L:. - -

Intercontinental Exchange Inc United Statas 1 41%
Dautsche Boarsa AG Gerrarny GE6T%
London Stock Exchange Plc United Kingdam f.53%
Japan Exchange Group Inc JADAR 225%
BM&F Bovespa S.A, Brazi 8%
Nasdaq Inc United States 1.32%
CBOE Holdings Inc United States A.09%
Singapore Exchange Ltd Singapore 2.82%




WHEREAS REASONABLE MOVEMENTS IN VOL BEGETS

OUTPERFORMANCE
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NOT ALL VOL IS NOT GOOD AND VERY HIGH VOLATILITY ENVIRONMENTS

SPUR UNDERPERFORMANCE BY THE GROUP

AVG. VIX UP +259% AVG. VIXUP +170%
TS
Indexed Performancein 2008 e Indexed Performancein 2011
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HIGHER LEVELS OF VOLATILITY DRIVE HIGHER ACTIVITY LEVELS BUT
GAINS TAPER OFF ABOVE A 40 VIX

U.S. Cash Equity Volume In BB of Shares Per Day Per

12,000 + 4,500
4,000
10,000 -+
3,500
8,000 - 3,000
2,500 -
6,000 |-
4,000 —--
2000 —+--

15-20 20-30 30-40 40-50 »50

U.S. Equity Futures Volume In MM of Contracts Per
Day Per VIX Level

2,000 -
1500 +--
1000 +--

500 -

<15

15-20 20-30 30-40 40-50 >50
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THE LITTLE ENGINE THAT COULD - A LONG POSITION

PERVERSELY RECESSIONS ARE BEST

While investors are in love with growth, counterintuitively recessions or phase transitions from
growth to economic declines are boons for the exchange sector. Volatility rises substantially late
cycle and the onset of recession is a very profitable time for the sector.

MIND YOUR EXPOSURES

Another hallmark of economic declines is the consistent rise of corporate credit spreads over
Treasury, however with the highest ROIC in Financials and as a result the lowest cost of capital,
the sector can outperform as a self funding sector.

NOT BULLISH ENOUGH
We see substantial opportunity for the exchange in U.S. options and U.S. ETFs as the recent

merger of Nasdaq and ISE puts market share up for grabs. We are +10% above consensus for
next year and think that relative to a Financial sector with negative top line and earnings that
investors will pay more for the growth that is available.
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LISTING FEES

BATS: Entry Fees NYSE/ICE NASDAQ: Entry Fees

Tier | securities  $100k with listing application, Application fee Nasdag Global Select Market and Nasdag Global Market
$25k of which is nonrefundable $25k fee Total shares
Tier ll securities  $50k, $25k of which is Listing fee outstanding Entry Fee
nonrefundable First time issuer or issuing prefemed stock of wamants Upto30M $125k [including $25k app fee)
ETPs No application fee $O'0_0.32 per share - 30+to 50M $150k [II-WC|LIC|II-1CJ $25k appfee)
Additional $50k for first time issuers 50+10100M $200k (including $25k app fee)
Additional share fee schedule* Over 100M $225k (inclucing $25k app fee)
shares <=75m $0.00480 per share Nosdag Copital Market
BATS pays ETP providers to list on 75m < shares <=300m  $0.00375 per share Tota! Sh:.res Entrv F
its exchange. It funds those incentive shares > 300m $0.00190 per share outstanding nrytea
S éxchange. It iunds those Incentive Additional class of common shares (2.g. tracking stock) Upto 15M $50k (including $5k app fee)
payments with the trading revenue it $5k in lieu of the per share schedule Over 15M $75k (inclucing $5k app fee)
receives from trading on those ETPs Minimum and maximum for first ime issuance
) $125k min
$250k max

Including the special $50k charge
Minimum and maximum additional share listing fee

$10k min
$500k max

“Initial application covers 30 M shares of common stock within the ad ditional
share fee schedule.



BATS NYSE/ICE NASDAQ: ai-inclusive Annual Fee*

Tier| securities

Tierll securities

ETPs

$3bk

$20k

Mo annual listing fee

Eligible to receive payments from the
exchange based onthe consolidated
average daily volue {"CADV") for each
trading day ofthe preceding calendar
fuarter as follows

CADV Range Annualized Pmt
TMto 3 M shares $3K
IM+to 5 M shares $10K

5 M+to 10 M shares $50K

10M+to 20 M shares $I00K
20 M+1035 Mshares $250K
Greater than 35 M shares $400 K

BATS pays ETP providers to list on

its exchange. It funds those incentive
payments with the trading revenue it
receives from trading on those ETPs

Type of Security

Primary class of
common shares

Each additional class
of common shares
(including tracking

stock)
Primary class of

preferred stock (if no

class of common
shares is listed)

Each additional class
of preferred stock

whether primary

class is commaon or

preferred stock)

Each class of
warrants

Minimum Fee
$45,000 (352,500
as of January 1,
2016)

$20.000

$45,000 (352,500
as of January 1,
2018)

$5,000

$5,000

Fee Per Share

$0.001($0.001025

as of January 1,
2018)

$0.001($0.001025

as of January 1,
2016)

$0.001($0.001025

as of January 1,
2018)

$0.001($0.001025

as of January 1,
2016)

$0.001($0.001025

as of January 1,
2016)

Nasdaq Global Select and Global Markets

Total shares (excluding American
outstanding Depositary Share})

Upto1OM
1Hto 50M
SHta 75 M
75+t0 100M
10C+to 125 M
125+to BHOM
Over 150 M

Annual Fee

Domestic and Foreign Issues Annual Fee

$45K
$55 K
$75K
$100K
$125K
$135K
$155 K

Nasdaq Capital Market

Upto1OM
1+toB0OM
Cver 50 M

Annual Fee

Domestic and Foreign Issues
Total shares (excluding American
outstanding Depositary Share}

$42K
$55K
$75K

American
Depositary
P K
5K
525K
$7/5K
$7/5K
$75K
$75K

Annual Fee
American
Depositary
$37K

$45 K

$45 K

‘Replacing the combination of annual fees and additional share fees



FOR MORE INFORMATION, CONTACT US AT:

SALES@HEDGEYE.COM
(203) 562-6500
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