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CAPITALIZING ON CHANGE



FROM ITS VERY BEGINNING, 
ITG’S VISION WAS BASED ON 
FORWARD THINKING. 

Recognizing that technology would inevitably transform institutional trading, we made it our business to

lead that trend. Our original vision of the future has become a reality in the here and now. ITG offers a 

complete, global set of solutions that spans the entire trading continuum.

Today’s future still remains to be invented. At ITG, we continue to look ahead at new industry directions 

and emerging client needs. Our 2006 Annual Report highlights major trends and demonstrates how 

ITG continues to anticipate—and shape—how institutional investors meet the challenges of the future.

I N V E S T M E N T  T E C H N O L O G Y  G R O U P,  I N C .
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F I N A N C I A L  H I G H L I G H T S
(Dollars in thousands, except per share amounts)

Year ended December 31 2006 2005 2004

Consolidated statement of income data

Total revenues $599,484 $408,161 $334,486

Total expenses 437,520 299,065 267,894

Income before income taxes 161,964 109,096 66,592

Income tax expense 64,041 41,410 25,609

Net income 97,923 67,686 40,983

Basic earnings per share 2.26 1.61 0.96

Diluted earnings per share 2.21 1.60 0.96

Basic weighted average number of common shares outstanding (in millions) 43.4 42.2 42.8

Diluted weighted average number of common shares outstanding (in millions) 44.3 42.4 42.8

Consolidated statement of financial condition

Total assets $1,462,312 $1,016,334 $612,458

Total stockholders’ equity 608,034 462,306 370,501
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67.7

97.9

N E T  I N C O M E
(Dollars in millions)

TOTA L  R E V E N U E S
(Dollars in millions)

BOB GASSER

CHIEF EXECUTIVE OFFICER AND PRESIDENT

The firm’s strong 2006 performance
confirms that our vision and business 

strategy are on target.
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CONVERGENCE IN ACTION
For ITG, 2006 was a year of powerful convergence between the market

forces shaping our business and the firm’s unique suite of execution

products. The result was record trading volumes, 47 percent growth 

in annual revenues, and a 38 percent jump in earnings per share. 

The build-out and integration of our product suite hit every target we

set for ourselves in 2006. The long-held vision of ITG as a one-stop

source of solutions across the cash equity trading continuum has now

been realized even as our goals keep advancing. This puts us in 

a unique position to meet increasing client demand for additional 

asset classes; it also gives us a solid framework for future expansion

across the European and Asia Pacific regions. 

New regulation, changing market structures, and evolving client needs

are all helping to swell demand for ITG’s end-to-end solutions both in the

U.S. and abroad. Our industry continues to change at an accelerating

pace, placing more and more competitive pressure on our clients. 

In many ways, 2006 marked a turning point in the electronification 

of markets and significant behavioral change for buyside investors. 

The trends now unfolding are transforming institutional trading in 

ways that bode well for ITG’s future. For that reason, we have focused

this annual report on the changing marketplace that will shape our

business going forward.     

The firm’s strong 2006 performance confirms that our vision and 

business strategy are on target. More than ever, buyside investors 

need direct, integrated access to a full range of liquidity sources 

and execution tools in markets around the world. That is exactly 

what ITG provides. Having joined ITG as its new CEO last October, 

I am proud to be leading a firm that is well positioned to seize robust

opportunities in a dynamic marketplace.     

M A N A G E M E N T  L E T T E R
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ITG Algorithms™. We offer a comprehensive, competitively advanced

suite of algorithmic trading products, including the ITG Dark AlgorithmsSM

we introduced in 2005. Giving clients automated and simultaneous

access to alternative liquidity sources, our Dark Algorithms remain

leaders in this fastest-growing algorithmic product category. Our

thought leadership in this space is driven by our focus on the quality 

of execution and the fact that we are an independent agency broker. 

This triad embodies ITG’s product synergy. The increasing market 

penetration of our desktops helps drive volume to POSIT and our 

trading algorithms; in turn, our strengths in crossing and algorithmic

trading support our bid for desktop presence.  

This past year we also merged into our product line the Macgregor® and

Plexus capabilities we gained in our January 2006 acquisitions. Plexus

performance measurement tools broaden our client base to include plan

sponsors, while Macgregor systems extend our reach beyond execution

into all elements of the investment management process. 

Performance drivers 
ITG’s U.S. trading volume rose to a new record in 2006, totaling more than

38.4 billion shares, a 44 percent increase over 2005 and significantly

outpacing the growth in overall NYSE- and Nasdaq-listed volume. 

ITG’s strong 2006 revenues and market share growth are directly 

attributable to the delivery and maturation of three product areas:

Our Triton® and Radical™ execution management systems (EMS),

which let clients manage their own trading by directly accessing liquidity

sources and execution tools. Volume through our desktop systems surged

in 2006. A key to their appeal is broker-neutrality. Most institutional

clients use multiple brokers and ITG enables them to manage their

executions from a single desktop—a huge boost to efficiency. Coupled

with our pre- and post- trade capabilities, these products are best-of-

breed in the marketplace and have established a strong distribution

chain for the firm.

POSIT® offers three trade crossing choices: POSIT Match™ for scheduled

crossing, POSIT NowSM for continuous crossing, and BLOCKalertSM, which

provides access to hidden and potential crossing opportunities. Total

U.S. POSIT volume grew by 37 percent in 2006, reaching an average 

of 46.9 million shares per trading day.

M A N A G E M E N T  L E T T E R
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We will be working to deepen 
the synergies among our end-to-end 

solutions and strengthen our 
dominance of client desktops.

Global slant 
ITG’s strategy of globalizing our products paid off with a 28 percent

increase in international operating revenues for the calendar year. 

The brightest spots were Canada, where we offer a very competitive

product suite, and Europe, where we are rolling out new algorithms as

well as enhanced trade crossing and our newly globalized Triton execution

management system. Both Canada and Europe set new operating revenue

records with 45 percent and 19 percent annual growth, respectively. 

Key 2007 initiatives 
In 2007 we are putting new energy and investment behind the strategies

that have already brought us success. We will be working to deepen the

synergies among our end-to-end solutions and strengthen our dominance

of client desktops. This translates into three major initiatives:       

Creating the next-generation desktop. In 2006, we succeeded in

linking ITG’s analytical capabilities with the Macgregor XIP™ order

management system (OMS). Our next priority is integrating the

Macgregor OMS with our Triton execution management system. The

result will be Triton X™ a seamless blend of analytical and execution

capabilities with robust portfolio management and compliance tools.

Our goal is to move beyond the confines of the traditional EMS/OMS

and deliver a product that revolutionizes the marketplace. No product

available to date has fulfilled buyside investors’ demand for integrated

compliance, execution, portfolio management functionality and 

high performance. Moving aggressively to fill this gap, ITG is aiming 

to launch Triton X within 18 to 24 months.  
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Forward look 
As a long-time observer and now a member of the ITG team, I have a

clear picture of what makes this firm successful. To ITG, “empowering

the buyside” is much more than an industry catchphrase. It is a

reminder that our firm prospers by listening to clients and being 

ready to provide the solutions they will need next.    

These are exciting times for ITG and its clients. Over the past several

years, ITG has grown its business by listening to our clients and

addressing their needs with quality service and innovative technology.

Under Ray Killian’s guiding hand, the firm has demonstrated its 

leadership in electronic trading time and time again. I am confident

that our focus, intellectual capital, and technological resources give 

us a strong foundation to thrive as a global provider of independent

agency execution solutions. 

I extend my special appreciation to Ray for his 20-year legacy and his

continuing counsel. My thanks also go to ITG’s loyal and enterprising

clients, our shareholders, and our nearly 1,100 talented employees around

the world. I look forward to the challenges and rewards we will share. 

Building the network. As we integrate Triton and Macgregor XIP, 

we are also merging their underlying trade routing and communication

networks. Combined, they will provide clients with direct, broker-neutral,

FIX connectivity to more than 350 brokers, dozens of trading algorithms,

and a broad range of alternative trading systems (ATS) across global

markets. This blended network’s competitive profile is so strong that we

are rolling it out as a new offering called ITG Net™. We see this giving

us a high-margin, recurring revenue stream as well as an important

strategic advantage in our global expansion.   

Furthering our global advance. We expect to continue reaping 

benefits from our substantial investments in global infrastructure and

product development. In Europe, ITG is expanding its product line just

as new regulation is expected to engender a surge in electronic trading

and alternative trading system volume. We also continue to capitalize

on the demonstrated appeal of our Canadian integrated product suite

and to put infrastructure in place for our Asian operations. 

M A N A G E M E N T  L E T T E R

BOB GASSER

CHIEF EXECUTIVE OFFICER AND PRESIDENT
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REFLECTIONS AT THE 
20-YEAR MARK

RAY KILLIAN

CHAIRMAN

In a fast-moving industry like ours, twenty years is a

long time—especially if you want to stay in the lead.

Market cycles have come and gone, and ITG is still 

delivering innovations that give our clients a measurable

performance advantage.

Having recently retired as CEO, I’m immensely proud of

the firm we’ve created. Though we are in a business

subject to commoditization, ITG has built a solution set

that is unique and in tune with the market. And we

keep striving, constantly reinvesting in new solutions

that will keep us in the forefront.

A tremendous store of intellectual capital is another 

element that sets this firm apart. I know of no other

organization with so much knowledge and innovative

capacity focused on electronic trading. There is also the

genuinely collaborative quality of our many longstanding

client relationships. For me, this has been a particular

source of professional and personal satisfaction. Of course,

the driving force has been ITG’s employees—the hundreds

of people whose talents and energies have made our

accomplishments possible.

ITG is moving forward with its day-to-day leadership in

capable hands. Twenty years ago, I felt we were embarking

on a venture with immense promise. I am just as excited

about ITG’s future today.
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WHAT INSTITUTIONAL
INVESTORS WILL NEED NEXT

Electronification as volume driver

Pushing to streamline the desktop

The boom in next-generation algorithms

Looking for liquidity

Globalizing technology

Compliance looming larger

Alternative becomes mainstream



Institutional investors will need increasingly sophisticated execution
technology to keep pace with demands for control, efficiency, 
and performance.  

But it won’t be enough to have the right tools. This competitive 
climate demands the right kind of trading process—one that is 
integrated, customized, and fine-tuned to help institutional investors
achieve their specific objectives.     

For twenty years now, ITG has continually worked to enable a seamless,
fully optimized trading process. That focus and forward thinking have
paid off. ITG has become the technology partner that can not only
deliver the end-to-end solutions institutional investors need today, 
but also keep advancing them into the future.

Around the globe, financial markets are
restructuring, technology is advancing, and
institutional trading is being transformed.
Every major industry trend points in the
same direction. 

9
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ELECTRONIFICATION 
AS VOLUME DRIVER



Around the world, major market changes are taking hold in 2007.
Overall, they mean increasing electronification, more tightly 
defined “best execution” requirements, a higher velocity of 
market data and transactions, and continuing growth in total 
trade volume. Institutional investors are concerned about having
the tools, understanding and capacity to handle these changes. 

A confluence of regulatory and 
technology changes is transforming
market structures and ushering in 
a new era of electronic trading.

11
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E L E C T R O N I F I C A T I O N  A S  V O L U M E  D R I V E R

F O R C E S  AT  W O R K  

Reg NMS takes effect in the U.S. 

The Securities and Exchange Commission’s National

Market Systems Regulation (Reg NMS), passed in 2005

to create fairer, more efficient U.S. securities markets,

is expected to take full effect in October 2007. A key

provision is the “trade-through rule,” which requires

that market centers obtain for clients the best price

available through immediately accessible automated

quotations, even if that means routing orders elsewhere.

The consequences of the rule will be to: 

• Demand automation of market centers in order to

meet trade-through requirements. 

• Help level the playing field among trading venues. 

• Reduce trading costs and barriers (“friction”) while

increasing fragmentation of liquidity. 

NYSE enters a new era
In 2007, the New York Stock Exchange (NYSE) is

expected to complete its migration to the electronic

Hybrid trading system. By January, the NYSE had

already enabled electronic trading of all but a handful

of its listed stocks and exchange-traded funds, but the

full impacts of Hybrid are still to come. 

MiFID opens up European markets 
The most dramatic shift could be in Europe, where the

European Union’s Markets in Financial Instruments

Directive (MiFID) is ending old trading monopolies,

removing barriers to efficiency, and heightening 

market scrutiny. Scheduled to take effect in late 2007,

MiFID is: 

• Allowing more off-exchange trading in venues 

such as crossing networks. Historically, national

exchanges have dominated European trading 

markets; now the path is cleared to greater 

competition, efficiency, and cost reduction. 

• Enacting the concept of a “single passport” so 

a company’s shares can be traded in any of the 

EU’s 27-member nations based on home-country

regulatory approval. Before, shares generally had 

to be traded in the country where they were listed. 

• Creating pressure to upgrade and rationalize 

best execution and investor protection rules 

across EU markets. 

• Opening up sales of market data toward the 

goal of greater transparency. Traders will be 

able to see opportunities displayed throughout

European markets. 

In 2007, the NYSE is expected to complete
its migration to the electronic Hybrid trading

system, effectively ending the 200-year-old
floor and auction trading system. 
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W H AT  T H E  C H A N G E S  M E A N  

Continued, robust volume growth 

By accelerating execution speeds and encouraging

algorithm use, electronification will drive trading 

volumes up, a trend already seen in the U.S. 

Average daily volume in NYSE-listed stocks 

increased from 1.8 billion shares in 2004 to 

2.5 billion in 2006. Analysts estimate NYSE-listed 

volume could double in the three years after Hybrid 

is implemented. Nasdaq-listed volume is also 

expected to continue rising at a slower, but still

healthy rate of growth. 

In Europe, MiFID could dramatically increase trading

volumes by expanding trading opportunities, increasing

competition, and driving down costs. 

More shifts in the 
competitive landscape
U.S. equity market dynamics have already been shaped

by technology and regulation. The changes now in store

will have a pronounced ongoing effect. 

Notably, the NYSE’s share of volume in NYSE-listed

stocks dropped from 80 percent in 2004 to 60 percent

in 2006 despite its recent acquisition of the ARCA

exchange. 

With Reg NMS potentially increasing market fragmen-

tation, anonymous trading pools such as POSIT could

gain market share. The growth of alternative trading

systems could be even more dramatic in Europe, where

MiFID is removing formidable barriers. 

I M P L I C AT I O N S  F O R  I T G  

Favorable dynamics 

ITG is in the business of anticipating and managing

change on behalf of its clients; thus the firm has doubled

its order-handling capacity and increased its market

data capacity five-fold, with plans for further increases.

The firm is both benefiting from market changes and

proactively moving to take advantage of them. 

• Market volume gains. As an agency broker with 

a full suite of electronic trading solutions, ITG is

ideally positioned to capitalize on coming volume

gains in the U.S. and abroad. 

• Expanded European product line. As investors

prepare for MiFID, ITG is rolling out new 

European products, including enhanced POSIT

trade crossing, market-specific algorithms, the 

ITG Logic® pre-trade suite, and the Triton desktop

for one-stop execution management.  

• More algorithmic trading. ITG provides 15 

algorithms in the U.S. and four popular algorithms

in Europe. ITG’s integrated pre- and post-trade

analysis is another competitive advantage in 

this space. 

• Solutions to fragmentation. As block executions

become more difficult and costly, POSIT crossing

and ITG’s liquidity-seeking algorithms will have

even stronger appeal.
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PUSHING TO
STREAMLINE 
THE DESKTOP



Behind concerns with application
clutter lies a deeper issue: 
How to maximize the value 
added through technology? 

Institutional investors today can choose from abundant applications
for improving and automating the execution process. The effort to
optimize trading is often characterized as a “technology arms race.” 
But the dazzling range of technological firepower available breeds
other problems. Buyside firms continually struggle to blend applications
that individually add value into a coherent, efficient workflow that
boosts performance overall. 

15
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T H E  D E B AT E   

EMS vs. OMS  

The key to the puzzle lies in “front ends,” the software-

based command centers used to manage the trading

process. Yet this solution layer is itself complex.

Institutions today generally use two types of front ends

provided by either vendors or brokers: 

• The OMS, or order management system, is an 

electronic nerve center for managing trading 

operations. Once little more than a trading blotter

with a FIX engine, the OMS has evolved into an

investment management tool with broader portfolio

modeling, compliance, and post-trade processing

functions. 

• The EMS, or execution management system, arose 

as execution became more complex. Residing on the

trading desk, it breaks out execution functionalities

to enable more rapid and sophisticated methods 

of trading. 

Firms are debating whether to manage trading with 

an EMS, an OMS, or both. They may even use more

than one of each, depending on trading objectives. For

example, a trader wishing to use particular algorithms

or trade-crossing systems may find different front ends

tied to them. A recent survey of buyside traders found

that 44 percent have three or more trading systems on

their desks. For firms that use multiple systems or

both an EMS and OMS, achieving full integration is 

a major challenge. 

T H E  T R E N D

Investing in upgraded solutions 

As the EMS/OMS debate goes on, systems in each 

category are expanding functionality. But demand is

growing for a single desktop that offers the best of 

all worlds—rapid, sophisticated trading plus all the 

compliance, trade processing, and portfolio-level 

tools that institutions need—in one tightly integrated

P U S H I N G  T O  S T R E A M L I N E  T H E  D E S K T O P

For firms that use multiple systems or 
both an EMS and OMS, achieving full 

integration is a major challenge.



package. Recognizing that better solutions lie ahead,

asset managers are budgeting accordingly. A 2006 Tabb

Group survey found that 27 percent of large asset 

managers are planning to upgrade trading infrastructure,

particularly EMS/OMS systems, to keep pace with

their competitors. 

W H E R E  I T G  S TA N D S  

The leading edge of integration 

Full integration of end-to-end trading functions has

been a key ITG differentiator for some time. The 

firm’s Triton and Radical desktops span pre-trade, 

execution, and post-trade functions. These systems 

also provide broker-neutral connectivity to dozens 

of trading venues and access to an extensive set of

algorithms. With the rollout of ITG Net, access will

increase to over 350 brokers.

As the face ITG presents to its clients—the interface

they use to access all ITG capabilities—the firm’s 

desktops have been major contributors to its 2006

record trading volumes and revenues. What’s more,

ITG is aggressively working to further expand its 

desktop presence. Integration of the Triton desktop

with a full-featured OMS is one of the firm’s top 

initiatives for 2007. 

Triton X: ITG’s EMS and OMS in one

A longtime champion of desktop integration,

ITG has envisioned a hybrid EMS/OMS for some

time. Now it is one of the first brokers to move

on this strategy.

The firm’s January 2006 acquisition of

Macgregor, a leading OMS provider, expanded

ITG’s already broad continuum of solutions.

It also set the stage for combining ITG Triton’s

rapid, sophisticated list and portfolio trading

with Macgregor XIP’s powerful portfolio and

compliance tools. ITG is also merging the

two systems’ underlying trading destination

and broker networks, ITG RouteNet and

Macgregor MFN, into a new system, ITG Net.

The integration project is already underway.

The result, Triton X, will be a major step toward

a truly seamless portfolio management and 

trading process, solidifying ITG’s competitive

advantages in the desktop sphere.

17
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THE BOOM IN 
NEXT-GENERATION 
ALGORITHMS



Interest in algorithmic trading is 
on the rise, creating demand for 
an approach that streamlines the 
process while enhancing control.

Algorithmic trading is sweeping the industry. The share of U.S. equity
trade volume executed by algorithms grew from 28 percent in 2005 to
an estimated 33 percent in 2006, and is expected to exceed 50 percent
by 2010, according to researchers at the Aite Group.

19
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T H E  T R E N D  

A steady, continuing upswing  

Algorithm utilization has spread rapidly from brokerage

trading desks and hedge funds to pension and mutual

fund managers. A 2006 survey by the Tabb Group

research firm found that nearly 80 percent of institu-

tional trading desk managers are part of the trend. 

Consequently, algorithms are growing quickly in number,

variety, and sophistication, with the U.S. market in 

the lead. Two years ago, structured algorithms, such 

as those designed to match Volume Weighted Average

Price (VWAP), predominated. Attention then shifted 

to price-seeking algorithms that targeted specific

benchmarks. Opportunistic algorithms that seek 

out alternative or hidden liquidity are now the fastest-

growing category. 

Algorithmic trading is also taking hold in Europe and

Canada, and these markets are quickly catching up to

the U.S. European brokers report that year-over-year

algorithm use is currently doubling. 

B U Y- S I D E  C H A L L E N G E S  

Access, transparency, and control  

Along with speed and efficiency, algorithms have

brought new challenges.

• How to choose? With literally hundreds of 

versions to choose from, traders can suffer from

algorithm overload. 

• How to access them? Because competing brokers

and vendors don’t often share platforms, traders

using algorithms from several providers may be

forced to juggle multiple desktops.

• How to know what you’re getting? Users of 

algorithms are not always exposed to their inner

workings, which makes it difficult to assess their

quality, results, and applicability to the trades at hand.

Nor can traders demonstrate they are making every

effort to meet “best execution” requirements.  

I T G ’ S  A D VA N TA G E S  

The industry’s most 
comprehensive approach 

ITG is known as a pioneer and ongoing innovator in

algorithmic trading. The firm’s approach solves clients’

dilemmas by providing: 

• A fully developed suite of Dark, Single-Stock, and

List-Based algorithms in the U.S.; ITG also offers

several popular algorithms in Europe and Canada. 

• Integrated pre-trade tools that preview costs and

risks of algorithms, enabling clients to pick the right

one for the circumstances. 

T H E  B O O M  I N  N E X T- G E N E R A T I O N  A L G O R I T H M S

Opportunistic algorithms that seek out
alternative or hidden liquidity are 

now the fastest-growing category.



• One-stop access to ITG Algorithms through ITG’s

Triton and Radical desktops and other OMSs. Triton

also aggregates access to a selection of algorithms

from other brokers and vendors. 

• Built-in access to alternative liquidity. Every ITG

algorithm taps the vast liquidity in the POSIT crossing

system and other alternative trading systems 

(see sidebar). 

• Integrated post-trade performance measurement that

lets clients review the algorithms’ actual performance

against expectations, solving the lack of transparency.

It also validates their choice of algorithms and 

provides feedback informing future trading. 

With its total approach, ITG has made algorithmic

trading more accessible, consistent, and repeatable

than ever before. 

B U S I N E S S  I M PA C T S  

A major contributor to growth 

ITG’s algorithmic trading volume rose substantially

in 2006, contributing to the firm’s 45 percent annual

growth in U.S. average daily volume. In terms of the

sophistication of its offerings and the uniqueness of 

its approach, ITG is among the strongest competitors

in the rapidly growing algorithm market. 

Finding liquidity in the dark 

Liquidity-seeking algorithms are being 

enthusiastically embraced by institutional

traders. The percentage of traders using them

jumped from 16 percent in 2005 to nearly 

50 percent in 2006, the Tabb Group reports.

The ITG Dark Algorithms suite, introduced in

2005, was an early entrant in this category.

It has retained a leading position based on 

the ability to dynamically probe for liquidity

and allocate trades among alternative trading

systems both within and outside ITG.

Now ITG is leveraging this success by making 

the Dark Server Inside™ a component of all 

the firm’s algorithms. This initiative gives clients

built-in algorithm aggregation and the perform-

ance boost that comes from accessing low-cost

alternative liquidity with every trade.

21



T H E  T R E N D

Shifting power  

While consolidation continues, market fragmentation

is the overwhelming trend. In the U.S., Reg NMS is

boosting smaller execution venues and investors are

already contending with 30 or more trading destinations.

In Europe, MiFID regulation is setting the stage for a

surge in alternative trading systems. 

I M P L I C AT I O N S

Technology solutions needed

For investors, this trend raises some concerns. 

Not only is it challenging to manage connectivity 

to so many venues, it is much tougher to execute 

block or illiquid trades in fragmented markets.  

But help is at hand in the form of smart routing 

systems and trading algorithms. The buyside is also

increasing its reliance on crossing systems and dark

pools. U.S. volume in those systems is expected to

triple to 1.5 billion shares a day by 2010, according 

to the Tabb Group, and the rate of growth overseas

could be even higher.  

T H E  U P S H OT  F O R  I T G  

High demand in areas of strength 

Trade crossing. POSIT provided U.S. investors with

exposure to an average of $2.2 billion in orders per

match in 2006; average execution size was 6,279 shares

vs. the market average of 444 shares. This helped raise

POSIT’s average U.S. crossing volumes to a record

46.9 million shares per day, a 37 percent rise over 2005.

This year ITG is also expanding its European 

capabilities with POSIT Now continuous crossing.

Direct market access. ITG’s execution management

systems offer broker-neutral connectivity to a full range

of U.S. trading destinations. The firm’s Triton system

also provides execution management in Canada and

Europe, with an Asian version in development.

Algorithmic trading. One of the industry’s leading

algorithm providers, ITG also aggregates dozens of 

algorithms offered by the top 15 vendors. 

These capabilities are the top three drivers of ITG 

revenue,  generating record trading volume in 2006. 

LOOKING FOR 
LIQUIDITY

How will investors get trades done 
amid the proliferation of market venues?
Technology offers some answers.

22
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Electronic connectivity across the oceans 
is bringing new sophistication to global 
trading as overseas investment accelerates.

T H E  T R E N D

Worldwide networks  

In trading methods, overseas markets have often

lagged the U.S. Now they are catching up. The FIX

electronic communications protocol has arrived as 

the global standard. Technology is bridging differences 

in time zones, currencies, and market structures. 

U.S. exchanges are seeking acquisitions and partners

overseas. Regulatory hurdles are coming down.

Consequently, the direct market access revolution 

that transformed U.S. institutional trading is now 

being exported. Not long ago, portfolio managers simply

handed off international orders to local brokers. 

Now they are increasingly controlling order flow from

their own international desks or even establishing

regional desks abroad.  

The trend of rising net asset flows and trading volumes

in non-U.S. equities is fueling global asset managers’

investment in trading systems. 

I M P L I C AT I O N S  F O R  I T G

Profiting from the trend 

ITG has made a concerted push to enable seamless,

fully integrated global trading. The firm’s global 

product suite now incorporates pre- and post-trade

analytics, region-specific algorithms, and regional

POSIT systems.  

ITG’s global trading activity has surged as a result. 

In 2006, its non-U.S. operating revenues per trading

day were $471,000, a 29 percent increase over 2005.

This year ITG will also finish globalizing its Triton

desktop to cover the world’s developed markets. 

Triton already ranks among the market leaders in

sophistication and integration. Having globalized all its

product development, ITG should continue to benefit

from growth in international equity investments.

GLOBALIZING
TECHNOLOGY
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LOOKING FOR 
LIQUIDITY

T H E  T R E N D

Older technologies left behind

U.S. and European authorities have become more

aggressive in regulating investment advisers. The SEC

is requiring greater transparency of mutual fund trading

costs, oversight of execution quality, and flagging of

potential violations; the Financial Services Authority

is moving Europe in the same directions. Faced with

see-sawing regulatory efforts, hedge funds are busy

beefing up their own compliance systems.  

Investment funds today must demonstrate compliance

with thousands of rules while also satisfying client

mandates and internal controls all at the same time 

that order and market data volumes are exploding.

Older technologies are simply not up to the job. This 

is troubling to asset managers concerned with the risks

of noncompliance, which can entail enormous costs,

business disruption, and loss of reputation.  

H O W  I T G  B E N E F I T S  

Demand for more integrated solutions

Of U.S. asset managers recently surveyed by the

Investment Adviser Association and SEI, 84 percent

said their technology budgets are being impacted by

legal and regulatory requirements. Europe’s MiFID 

initiative could also require substantial investments 

in compliance technology. 

ITG provides tools to help clients automate and

streamline compliance processes:  

• ITG Fair Value Model delivers mutual fund pricing in

accordance with all regulatory requirements. 

• Now in the final stages before release, our ITG

Compliance™ system smoothly integrates compliance

functions with high-volume, real-time trading. It is

designed to fit tougher U.S. and European regulations. 

This advanced compliance component will be one of the

pillars of ITG’s upcoming Triton X system. Delivering a

best-of-class compliance product will give ITG a growing

revenue stream and appeal to a wider customer base.

COMPLIANCE 
LOOMING 
LARGER

Legal and regulatory initiatives 
on both sides of the Atlantic are 
driving up technology spending.
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The burgeoning hedge fund industry 
presents specialized challenges—
and continuing opportunities.

T H E  T R E N D

The new face of active management 

While still labeled “alternative,” hedge funds have

proliferated to the point of being a ubiquitous and

powerful market force. Globally, hedge fund assets

doubled from 2002 to 2006, according to the Center

for International Securities and Derivative Markets. 

At the same time, traditional managers are moving 

to offer hedge funds. Today there are more than 

7,000 hedge funds with an estimated $2 trillion in assets

under management, an amount roughly equivalent to

one-fifth of all U.S. mutual fund assets.

T R A D I N G  C H A L L E N G E S  

High-velocity strategies 

Because hedge fund strategies often depend on rapid

trading, speed and efficiency are clearly top priorities

for fund managers. But another major area of concern

is fragmentation of liquidity, which can hinder the 

execution of hedge fund strategies. With this in mind, 

hedge funds—which traditionally consolidate their 

use of brokers—have every reason to focus on those

brokers offering high-quality execution and effective

tools for accessing liquidity. 

I T G ’ S  A D VA N TA G E  

Electronic trading focus 

ITG’s electronic trading expertise and liquidity-accessing

tools neatly fit what hedge funds are seeking. The firm

also has an in-house unit focused on serving this 

market segment. 

ITG solutions that add value to hedge fund execution

include the Radical desktop, which is designed for

rapid active trading and has the flexibility to support

an enormous range of strategies. Hedge funds are also

drawn to ITG’s extensive set of algorithms and enhanced

access to POSIT and dark pools. With its ability to

offer tailored hedge fund solutions, ITG can expect 

to benefit as the industry grows in the future.

ALTERNATIVE
BECOMES
MAINSTREAM
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A VISION REALIZED

ITG has long been pursuing a vision of its own. The trends 
unfolding today signal that ITG’s time has arrived, and not by
chance. ITG pictured the buyside trader equipped to seamlessly
manage every step in the execution process—orchestrating 
pre- and post-trade analytics, accessing a multitude of liquidity
sources across global markets, enlisting the power of algorithmic
trading strategies—and doing it all from a single desktop application.  

ITG’s vision of a set of end-to-end trading solutions has now been 
realized, with no end of opportunities to take it even further. 
As institutional investors seek new ways to enhance execution 
performance in a challenging climate, ITG is ready to provide them.
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Executive Offices
380 Madison Avenue

New York, NY 10017

(212) 588-4000

Form 10-K
A copy of the Company’s 2006

Annual Report on Form 10-K, 

as filed with the Securities 

and Exchange Commission, 

is available on our website 

at http://investor.itg.com, 

under Investor Information and

SEC Filings,or to stockholders

who request it by writing to:

Investor Relations

Investment Technology Group, Inc.

380 Madison Avenue

New York, NY 10017

Stockholder Assistance
Stockholders may communicate

with the Company’s registrar

regarding their accounts, 

certificates, or dividends using

the toll-free telephone number:

(800) 426-5523

Transfer Agent and Registrar
Computershare Trust Company

N.A.P.O. Box 43069

Providence, RI 02940-3069

Phone: (800) 426-5523

Hearing-impaired line: 

(800) 952-9245

Independent Auditors
KPMG LLP

Company Securities
Investment Technology Group, Inc.

Common Stock is traded on the

New York Stock Exchange under

the Symbol—ITG

CUSIP—46145F-10-5

Website
www.itg.com

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 objec-
tives 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 2006 Annual Report on Form 10-K on file with the Securities and Exchange Commission.

CORPORATE INFORMATION
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