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ITG is a global brokerage firm providing 

advanced equity trading technologies 

to institutional managers and hedge 

funds. Our tools for trade execution 

and analysis enable clients to access 

liquidity, measure performance, lower 

trading costs, and streamline the trading  

process. From offices in North America,  

Europe, and the Asia-Pacific region, we 

work to fulfill each client’s individual 

set of trading goals and needs. 

ABOUT INVESTMENT TECHNOLOGY GROUP®
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(Dollars in thousands, except per share amounts)

Year Ended December 31, 2004 2003 2002 2001 2000 
Consolidated Statement of Income Data:

Total revenues $334,486 $333,992 $387,581 $377,407 $310,405

Total expenses 267,894 264,291 260,328 241,295 197,409

Income before income taxes 66,592 69,701 127,253 136,112 112,996

Income tax expense 25,609 27,748 53,443 57,217 49,403

Net income $ 40,983 $ 41,953 $ 73,810 $ 78,895 $ 63,593 

Basic earnings per share   $     0.96  $     0.89 $     1.52 $     1.65 $     1.37

Diluted earnings per share   $     0.96  $     0.89 $     1.51 $     1.62 $     1.34

Basic weighted average number  
of common shares outstanding  
(in millions) 42.8 47.0 48.5 47.9 46.5

Diluted weighted average number  
of common shares outstanding  
(in millions) 42.8 47.0 49.0 48.7 47.3

Consolidated Statement of Financial Condition Data:

Total assets $612,458 $649,848 $594,254 $418,478 $281,712

Total stockholders’ equity $370,501 $361,303 $356,509 $317,944 $210,416

FINANCIAL HIGHLIGHTS

Net Income  
(dollars in millions)

Total Revenues 
(dollars in millions)
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TO OUR SHAREHOLDERS, CLIENTS AND EMPLOYEES

For ITG®,  2004 was a year of advances achieved in a difficult 
business climate. It was also a year in which we began redefining 
who we are and what we have to offer. ITG has come a long way 
from the days when we were a one-product firm championing the 
concept of trade matching. Now the idea of applying technology  
to enhance trading is embraced throughout the industry. But  
as the world has changed, so has our competitive position. 

WHERE WE STAND NOW

The last few years have been challenging ones for ITG. We have 
continued to pioneer in new areas of investment technology—
and spurred competition in the process. Because we cannot 
afford to rely on our first-mover advantage, it is time to pause 
and take stock of what the ITG brand really means in this 
demanding climate. 

We cannot underestimate the job ahead of us. Our business 
environment is constantly evolving and competition will only 
continue to ratchet up. But let’s not underestimate our strengths 
and accomplishments, either. 

 ITG has a great team—more than 650 people on four continents 
—representing an exceptional concentration of quantitative 
trading knowledge and problem-solving ability. 

 We have a proven agency trading business model that lever-
ages a deep and well-integrated product suite. From an initial 
focus on execution, our capabilities have branched out to 
include trade research, performance measurement, and the 
development of customized trading solutions. 

 Thanks to ITG’s talent and toolkit, we have tremendous problem-
solving ability. By drawing on our full array of resources, we 
are able to give clients robust, inventive trading solutions 
that are precisely tailored to their needs. 
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 In a relatively short time, we have established a solid global 
presence that is growing year by year. 

 We have earned the trust of our clients and a spotless  
reputation for integrity—and that is priceless. 

Most important of all, ITG stands for a shared commitment 
to our clients—a willingness to listen, to work toward a true 
understanding of their needs, and to go the extra mile 
in delivering the right solution. I believe this spirit of client 
service is what truly distinguishes ITG and is, in fact, the core 
of our brand identity.  

That is why this annual report features stories of ITG people, 
working together to give clients every benefit that our expertise 
and technologies can provide. These are just a few examples 
among many, and there is something inspiring in the quiet,  
day-to-day dedication and skill of these ITG people. They dem-
onstrate why our clients can—and do—count on us. To my mind, 
there is no better inspiration to look to as we forge ahead.

A YEAR OF PROGRESS

Let’s remember, too, that ITG has a long record of accomplishment 
of which we can all be proud. In 2004, we kept the momentum 
going with important new strides that position us for new 
business advances in 2005. 

Strategic Moves  

At the strategic level, I have three noteworthy items to report: 

We attained 100 percent ownership of the POSIT® trade-
matching system, by completing our purchase of the 50 
percent interest previously held by Morgan Stanley Capital 
International, owner of BARRA, our joint venture partner 
in POSIT® from its inception. This is a pivotal step for ITG 

in that it gives us total flexibility to adapt POSIT® and TriAct® 
to shifting demands and opportunities in the marketplace.  
We will also net substantial cost savings by significantly reducing 
POSIT® royalty payments. 

We closed a deal to acquire the E-Crossnet system (EXN).  
POSIT® Europe was already the market leader in equity crossing. 
This transaction will allow us to offer consolidated, pan-European 
crossing with a much larger liquidity pool. It also gives us the 
opportunity to accelerate growth of our European business by 
reaching out to EXN’s clients, who are natural customers for our 
transaction analysis tools and execution services. 

We completed our acquisition of Radical Corporation. Our 
purchase of Radical Corporation, a provider of direct access 
trading systems, allowed us to quickly come to market with 
a desktop that is tailored to the needs of hedge funds and 
active traders. We were thus able to launch the Radical™  

desktop in tandem with our new TritonSM system, which is geared 
to quantitative traders. 

Product Advances  

On the product front, some of our most important initiatives of 
recent years came to fruition. 

Introduction of TritonSM and Radical™ , our two new execution 
management systems, significantly boosted volume traded 
through our desktops. Revenues from this product category 
rose 32 percent over 2003. Besides streamlining high-volume, 
quantitative trading on the Windows platform, TritonSM is a gateway 
to all ITG trading services and destinations. Radical™ , which 
appeals particularly to active traders, has been a key to 
attracting hedge fund clients through our Hoenig 

 division; the 
number of installations has already surpassed 100. 
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With Channel ITG™, clients gained an automated, new 
connection to our trading destinations. Channel ITG™ lets 
traders automatically sweep orders from their trading blotters 
to ITG liquidity sources—including POSIT®, our TriAct® continuous  
matching system, and ITG SmartServers®—with complete  
confidentiality and a high degree of flexibility and control. So 
far we have engineered seamless connectivity with the widely  
used Eze Castle and MacGregor trade blotters, with more  
linkages to come. Our clients have received Channel ITG™ with 
enthusiasm, and we are confident that its convenience will 
translate into higher trading volumes. 

We added to our already comprehensive suite of algorithmic 
trading strategies with the introduction of HorizonPlus, which 
enables traders to optimize price within the context of their  
particular benchmarks, trading styles, and horizons. ITG  
pioneered rules-based trading in the 1990s, and we remain at the 
leading edge with an expansive, yet still-evolving set of strategies 
spanning a full range of trading styles and benchmarks. These 
strategies can be employed off the shelf to automate trading from 
TritonSM, or used as the basis for a customized TritonSM strategy,  
or offered in the form of an ITG SmartServer®,  an intelligent trading 
destination that auto-executes transmitted orders. 

STATE STREET GLOBAL ADVISORS 

Taking integrated cost reduction to the next level

Fertile Ground 

One of the largest asset managers in the world, State 
Street is constantly pushing ahead in execution  
technology. Likewise, ITG never stops pursuing  
ever-higher levels of trading performance. Put the 
two together, and new ideas are bound to arise.     

The Cost Challenge  

A longtime client, State Street came to ITG with a 
question: Could we build a method of using pre-trade 
analysis to help State Street achieve even greater 
transaction cost reductions? After some initial explo-
ration, Chris Rice, State Street’s Head of U.S. Trading, 
and Mike Caffi, the firm’s specialist in post-trade anal-
ysis, gave the go-ahead. On the ITG side, the project 
was led by Directors Pete Mulieri and Jose Gutierrez.   

Milan Borkovec of ITG’s Financial Engineering group 
conducted an in-depth analysis of 12 months’ worth 
of State Street trades, comparing their distribution 
to the ITG ACE® model’s historically based trading 
cost estimates. Even though State Street’s trading 
model was able to match the ITG ACE® cost esti-
mates, the data revealed opportunities to do even 
better. For example, a pattern of alpha decay during 
the day suggested that acceleration of trading might 
help shave costs.   

The Breakthrough  
From discussion of these results with State Street 
came another inspiration: Why not go even further in 
applying pre-trade analysis? Instead of simply using 
ITG ACE® as guidance for trading, why not use it 
as a method of trading? Intrigued by the concept,  

Borkovec put it to the test. He used ITG ACE® to 
develop a minimum-cost trade distribution adapted 
to State Street’s signature style and strategy, then 
re-ran its trading reports based on the optimal  
distribution. His findings: if applied consistently, this 
method is expected to further lower trading costs.  

The baton passed to Hitesh Mittal, Senior Vice 
President, Algorithmic Trading, who integrated the 
optimal distribution with ITG’s existing Horizon 
strategy. Designed to achieve a pre-specified  
distribution with favorable prices, Horizon was a 
logical starting point. Next, Mittal worked with State 
Street’s desk to implement the strategy through ITG  
execution systems—first QuantEX®, then its successor, 
TritonSM. The minimum-cost strategy is now an integral 
part of State Street’s everyday trading process.    

Upping the Rewards 

In practice, the strategy produces even better cost 
performance than the optimal distribution it targets. 
While the optimal scenario is based on open market 
trading, State Street’s strategy incorporates trade 
crossing in POSIT® and TriAct®, allowing execution 
of some orders with virtually zero market impact. 

ITG has since applied the optimal trade distribution 
concept to create HorizonPlus, an automated strategy 
which is now available through TritonSM, giving traders  
the ability to optimize price within the context of  
different benchmarks, trading styles, and horizons. 
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In late 2004 we also rolled out our ITG Smart Order Router. 
Providing our clients with one-point connections to visible and 
hidden liquidity in both listed and over-the-counter markets, it 
also optimizes transaction price. 

Our analytical toolkit offered new advances and allowed us to 
make added inroads within client organizations. 

 We introduced ITG Logic™, offering risk control and cost control 
in one integrated package. 

 TCA® (Transaction Cost Analysis) solidified its position as 
the industry-leading performance measurement system, and 
was increasingly used in a consulting context to help portfolio 
managers and investment organizations compete. 

 Our Fair Value Model, recently expanded into the Canadian 
market, was even more widely accepted as a state-of-the-art 
tool for valuation of international funds. 

Overall Results 

ITG held its own in a difficult industry environment. 

Our international operations had another record year. Non-
U.S. revenues grew to $74 million, a 24 percent increase over 
2003. These results reflect the value of our analytical content 
and research, which have helped drive our success overseas, 
particularly in Europe. In 2004, we also strengthened our  
product line by launching new international versions of our U.S. 
products, including our TritonSM execution system. 

Consolidated results were generally unchanged relative to 
last year. Total revenues ($334 million) and revenues per trading 
day ($1.3 million) remained steady. While net income dipped 2  
percent to $41 million, our margins were a healthy 19.4  
percent. Our diluted earnings per share rose to 96 cents from 
89 cents in 2003. 

LOOKING AHEAD 

ITG has no shortage of challenges to tackle in 2005, including 
competitive pricing pressure, growing commoditization of the 
business, and changes in market regulation and structure. 
Our ongoing focus on adding value to trades through analytical 
content and problem-solving for our clients is a major thrust of 
our response. We are also highly conscious of the need to be 
adaptable in our marketing and pricing. 

At the same time, some trends appear to be operating in our 
favor. For example, the SEC’s proposed new rules are expected 
to increase the need for performance measurement and 
heighten the value of liquidity in electronic crossing systems. 
And more and more, investment organizations are embracing 
sophisticated quantitative and technology solutions. A prime 
example is algorithmic trading. Recent surveys indicate that 
61 percent of U.S. buyside firms already use some form of 
model-based execution, and forecast 140 percent growth in 
use of algorithmic trading by 2006; studies show a similar 
trend in Europe (Giraud, 2004). Not only is algorithmic trading 
one of the hottest trends to hit Wall Street in a long time, it is 
an area where ITG is in the forefront.   

All told, we see any number of opportunities that ITG is equipped 
to tap by virtue of our intellectual capital, strong product line, 
and genuine dedication to client service. What’s more, we 
continue to build our capabilities by investing aggressively in 
R&D across all product lines and pursuing acquisitions that 
give us a strategic advantage. 

Our Strategy for 2005 

In broadest terms, our business strategy is one of continued 
diversification, with the goal of gaining more recurring revenue 
to insulate ourselves from day-to-day volume fluctuations. We 
have had great success with our expansion into international 
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markets and new products relating to transaction analysis and 
automation. To further diversify our business mix, we must 
extend the reach of our analytical content, execution tools, 
and consulting services. We are also seeking opportunities to 
move into adjacent business areas where we can leverage our 
tools and expertise. 

In the meantime, we are systematically targeting three key 
customer segments: 

New and expanded relationships with hedge fund clients. 
Hedge funds are by far the fastest-growing segment of the 

investment industry. The latest estimates show that hedge 
fund assets under management in the U.S. and Europe have 
doubled since 2000, and are now over the $1 trillion mark. 

Over the coming year, we will be going to hedge funds with 
an expanded range of products and customizable solutions. 
Our expectations of success are bolstered by the hedge fund 
community’s resoundingly positive response to the specialized 
execution services we offer through our Hoenig™ division, as 
well as to our Radical™ front end. At the same time, the SEC’s 
pending move to regulate U.S. hedge funds suggests the hedge 

AXA ROSENBERG EUROPE

Partner in the evolution of trading technologies

The Value of Conversation 

Neil Bond, Client Relationship Manager at ITG 
Europe, is in the habit of asking clients “What else 
are you doing with your trading?” His interactions 
with Mick Holman, Head of Trading at AXA Rosenberg 
Europe, ended up producing an innovative dynamic 
trading dashboard that is now filtering out to other 
ITG clients. 

Anatomy of an Innovation

A manager whose style makes a confidential, agency 
trading model highly desirable, AXA Rosenberg is 
a longtime, active user of POSIT® in Europe. When 
its trading team expressed interest in other ways to 
improve trading, Bond began exploring some key 

questions: Where does AXA Rosenberg peg the 
tradeoff between price and timing? What bench-
marks do they apply? The latter question proved 
to be pivotal; Holman’s team measures trading 
against a custom benchmark that weights several 
measures with an emphasis on controlling deviation 
from average price across the day.     

On the ITG Europe desk, traders Eric Marchesseau 
and Stephen Ashton began using ITG’s portfolio  
trading tools to optimize distribution of AXA  
Rosenberg orders among half-hour bins. But after 
one of his routine “what’s happening?” conversations 
with the desk, Shimon Rosenzweig of ITG’s Tel Aviv 
technology center thought the improvement could 
be pushed further.  

A Step Forward

Weeks of collaboration produced something brand 
new: a real-time dashboard that graphically dis-
plays pending trading against the predicted 
historical pattern, highlighting the difference between 
the two. “Now, instead of finding out where trades 
went wrong at the end of the day, we can intervene 
to make them go right, getting client input in the 
process,” says Bond. Daily communication between 
the ITG and AXA Rosenberg desks has been upped 
dramatically, and so has trade performance.    

Making a Difference  

“When we began working with AXA Rosenberg 
in 1998, that unit had about $7 billion under 

management,” Bond reports. “Due partly to its  
success in applying quantitative execution strategies, 
the unit’s allocation of assets has grown to $57 
billion. We believe ITG Europe’s brokerage services 
have played a role in that.”  
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fund community will have heightened interest in our execution 
and performance measurement capabilities. 

Increased penetration of our core U.S. institutional client base. 
We have good visibility with the trading desks of major insti-
tutions, especially those with a quantitative bent. Now we are 
going deeper into investment organizations to raise our profile 
with portfolio managers and chief investment officers. Through 
our marketing and our product mix, we are also doing more to 
reach out to active and traditional investors who are warming to 
technology, and to the plan sponsors and investment consultants 
who are in a position to influence managers’ execution choices. 

Growth in our international business. We will continue to  
expand and market our product offerings, adapting U.S.  
products and tailoring them to each region. For example, we are 
now offering a version of our TritonSM desktop in Europe. As we 
carry out the acquisition of E-Crossnet and its integration into 
POSIT® Europe, we expect to see ITG Europe grow even more 
rapidly. In 2005 we also plan to begin operating in Japan. 

Coming Advances 

In all of these market segments, our pursuit of new and 
expanded client relationships will be aided by ITG’s ongoing 
technological advances. In 2004, we rolled out new products 
and upgrades in rapid succession. More are in the pipeline for 
2005. For example, we will be completing our work to consolidate 
our expanding family of ITG SmartServers® into a single algo-
rithmic trading destination. This will be a major plus for those 
who are struggling with what we call “algorithm overload,” 
giving them ease of access plus the ability to create fine-tuned, 
personalized strategies. 

We have entered 2005 with strong momentum in installations 
of our TritonSM and Radical™ execution systems; an upward 
trend in volume traded in TriAct®,  our continuous trade crossing  

system; a POSIT® marketing effort fueled by our new 100 percent 
ownership position; and new features of ITG Logic™ cost and 
risk control about to come on line. 

Increased Marketing Focus 

Put it all together, and ITG clearly has a rich and exciting 
array of capabilities to offer our current and prospective clients. 
Now we need to make sure we are getting that message out 
to the marketplace. One of the most important components 
of our 2005 strategy is a considerably intensified sales and 
marketing push, backed by substantial resources and a fresh 
look at how we tell our story. 

Going along with this is a continued and expanded thought 
leadership program showcasing the intellectual capital and 
forward thinking we apply to the industry’s needs. A good 
example is our series of regional seminars on topical 
issues such as algorithmic trading, fund valuation, and 
transaction cost analysis, which have been well attended and 
enthusiastically received. We will be holding more of these 
sessions in the future as well as more speaking engagements,  
and events promoting thought leadership. 

There is no denying that ITG faces formidable competition in 
every product category. But if we want to compete and prevail, 
we must recognize that few competitors can begin to match 
the breadth of ITG’s toolkit, the depth of our trading expertise, 
or our consulting capacity. 

ITG was founded on an agency transaction model; with expansion 
of our capabilities, a consultative side of our business has 
emerged. With that new role and the growth of our product line, 
we now have unparalleled ability to help clients integrate their 
workflow and optimize their trading process. This is the largely 
untold story of ITG—and it is one we will be refining in 2005 
and telling emphatically from now on.
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HOW ITG WILL SUCCEED 

Knowing our firm and our industry the way I do, I am convinced 
that ITG already has the ingredients for success. We have  
excellent tools, the right people, and I believe we also have the 
right business strategy. 

What we need to do now is take a strong message to the 
marketplace with a renewed sense of what ITG is and what we 
can be. We are not just another technology provider, nor just 
another systems-oriented broker. ITG is a wellspring of trading 

knowledge and resources energized by incredibly bright and 
dedicated employees, strong client relationships, and a can-do 
spirit. Personally, I am delighted to be back at ITG, because 
this chapter in our history is one I wouldn’t want to miss. 

I am deeply grateful to all who are part of this story. That  
includes the clients who are loyal to us because they value 
what we have to offer, the shareholders who believe in what we 
are doing, and above all, ITG employees in every office and every 
corner of the firm. Whether you are busy inventing our next big 

FRANKLIN TEMPLETON INVESTMENTS

Creating a customized global perfomance measurement system

A Truly Global View 

Franklin Templeton Investments needed a better way 
to evaluate and monitor costs of its large and active 
global trading operation. Bill Stephenson, Franklin 
Templeton’s Director of Trading, had an extensive 
wish list:

- Custom performance measurement using multiple 
benchmarks. 

- Flexible daily reporting with customized views 
for each regional office. 

- The ability to drill down to the trade level for 
analysis. 

- Global peer group comparisons to review  
relative performance. 

On a Fast Track 

TCA®,  ITG’s global transaction cost analysis product,  
provided the framework for a customized solution  
that integrated the ITG ACE® pre-trade market impact 
model. The scope of work was nailed down by the 
client, Analytical Product Director Henry Yegerman, 
and Analytical Product Manager Jon Fatica. Then 
TCA® Product Manager Chris Escobar began orches-
trating the parallel development tracks needed to 
meet an ambitious four-month timeline. 

An early challenge was extending TCA®’s global data-
base to 13 additional countries, which meant reconcil-
ing the varying ways different exchanges report stock 
trades and corporate actions. (For example, in Brazil, 
trades are reported in lots, rather than shares.) Steve 
Weintraub and Rolli Hui in ITG’s Market Data Group 
worked through the complexity of the new markets and 

developed software to integrate the new data and verify  
integrity. ITG’s Boston-based Financial Engineering  
Group built five new ITG ACE® pre-trade models for 
countries selected by Franklin Templeton.

Lead TCA® Analyst Alex Godik and Developer Thomas 
Strande in the New York TCA® Customization Group 
designed and built the custom pre- and post-process 
modules around Franklin Templeton’s custom set of 
benchmarks. Recognizing that good trader decisions 
continue to add value after the order is completed, 
they developed an enhanced VWAP variant benchmark 
which accounts for the value added by the traders up 
to five days after an order is completed. 

Another innovation was delivered by Brad Carley and 
the ITG Logic™ development team in the Culver City  
office. They were tasked with providing pre-trade cost 
estimates directly on Franklin Templeton’s proprie-

tary blotter. Carley and his group developed a web 
service that provides dynamic cost estimates so 
Franklin Templeton’s traders can prioritize their work  
according to the projected market impact.

Going Above and Beyond

ITG has enlarged and solidified its relationship with 
Franklin Templeton by delivering a system that met all 
requirements, and then some. All told, more than 30 
ITG people in five offices collaborated to provide the 
ultimate solution. It includes “drillable” daily reports; 
charts that flag emerging performance trends globally 
and by region; and a consistent global method of 
measuring trader, portfolio manager, and broker per-
formance. According to Bill Stephenson, “ITG not only 
helped us put the system in place, they also continue 
to develop further enhancements and innovations.” 
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product, reaching out to clients, or processing transactions, 
what you do is crucial to our enterprise. From the bottom of my 
heart, I thank you for all your efforts. 

As history shows, every successful company will inevitably 
undergo times of upheaval, questioning, and rethinking. 
Great companies are the ones that make productive use of 
these times to emerge even stronger. I believe ITG is a great 
company, and now we have the chance to prove it.

 

Raymond L. Killian, Jr.  
Chairman, President & CEO 
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Forward-Looking Statements
This Annual Report contains forward-looking statements within the meaning of the U.S. securities laws. All statements regarding our expected future 
financial position, results of operations, competitive positions, plans, strategies and objectives of management, and concerning securities markets 
and economic trends are forward-looking statements. Although we believe our expectations reflected in such forward-looking statements are based 
on reasonable assumptions, there can be no assurance that such expectations will prove to have been correct. Important factors that could cause 
actual results to differ materially from the expectations reflected in the forward-looking statements herein include, among others, the actions of both 
current and potential new competitors, rapid changes in technology, fluctuations in market trading volumes, changes in the regulatory environment, 
as well as general economic, business and financial market conditions. For additional factors which may cause results to differ materially from the 
forward-looking statements herein, please refer to our 2004 Annual Report on Form 10-K on file with the Securities and Exchange Commission.
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This report is for informational purposes and is neither an offer to sell nor a solicitation of an offer to buy any security or other financial instrument 
in any jurisdiction where such offer or solicitation would be illegal. The information contained herein has been taken from trade and statistical 
services and other sources we deem reliable but we do not represent that such information is accurate or complete and it should not be relied 
upon as such. Any opinions expressed herein reflect our judgement at this date and are subject to change. All information, terms and pricing set 
forth here are indicative, based on among other things, market conditions at the time of this writing and are subject to change without notice.  No 
part of this report may be reproduced in any manner without permission.




